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Getting Jhungs. 


“Mucu as we in America hate 
Hitler and all that he stands for, 
you have to give him credit—he gets 
things done.” 

All of us have heard this obser- 
vation made. Whenever four or 
more people settle down in the eve- 
ning to discuss war, defense, Hitler 
or what have you—which is almost 
any evening now—it’s a good bet 
that at least one will give the devil 
his due in some such fashion. 

It seems to us that any admira- 
tion for Nazi methods, however 
grudging, does our side no good. 
The inference is that with the meth- 
ods of representative democracy we 
are not “getting things done.” This 
is a defeatist point of view. It is 
also sloppy thinking. 

You are performing a useful task 
efficiently. Another fellow is effi- 
ciently turning out something which 
heretofore none of us considered 
worth while. Does that make his 
method of “getting things done” 


superior to yours? Certainly not. 

The Nazis for seven years have 
increasingly concentrated the ener- 
gies of the German people on the 
production of armaments—products 
which have no economic place in a 
peace-time, civilian society. Until 
recently, we have seen no earthly 
reason to turn our abilities im this 
uneconomic direction. Naturally, 
we cannot now quickly overtake the 
Nazis in armament output. But if 
we saw fit to divert something like 
a quarter of our total industrial out- 
put to armaments, we could prob- 
ably match the Nazis in consider- 
ably less than seven years and with- 
out going wholly totalitarian. 

To get the thing in perspective, 
let’s try reversing the picture. As- 
sume for the moment that condi- 
tions have arisen under which arma- 
ments are no longer needed. Nobody 
wants guns and airplanes. All of a 
sudden. everybody wants automo- 
biles and radios and oil burners. 





“We're in grave danger.” screams 
Hitler, “unless Germany can quickly 
turn out automobiles and radios and 
oil burners at the American rate!” 

How long do you think it would 
take the efficient Nazis to set up an 
automobile industry equal to ours on 
a quantitative and qualitative basis? 

It would take them just as long 
—and probably longer —to match 
our automobile production, as it will 
take us to match their armament 
production. With automobiles all 
the rage, there would no doubt be 
sume Germans who—behind closed 
doors and among trusted intimates 
—would whisper: “You have to give 
those Americans credit — they get 
things done.” 

At bottom. the Nazis will really 
have nothing worth while to crow 
about until they establish a stand- 
ard of living in Germany equal to 
that in free America. They'll be a 
long time getting that task done— 
if they ever master it. 
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1940 Mid-Year Security Appraisal and Forecast Issues 


July 27 Issue—Aircraft, Equipments, Rails, Utilities 


August 10 Issue—Motors, Chemicals, Foods, Steels, Tobaccos, Movies 


August 24 Issue—Building, Metals, Oil, Merchandising 





JULY 13, 1940 





387 


Courte. 


sy 


ee 


Cutie a 


In this hemisphere both harvests and carryovers of the food crops are 
huge—while Europe marches nearer the famine that war is bringing. 
Defense of the raw materials Germany needs will fall mainly on U. S. 


shoulders; economic preparations to stop Hitler by uniting the Americas 


(see page 394) are taking shape none too soon. 
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The Trend of Events 


THE TIME ELEMENT... The question of permitting 
the French fleet to be delivered into the hands of the 
Axis powers by the present puppet government of 
France was clearly a life or death matter for Great 
Britain. After offering the French naval commanders 
several fair alternative proposals, she seized or put out 
of action all French ships within her reach. Only a weak, 
corrupt or incredibly stupid government could have done 
otherwise in the same situation. 

Probably the stubborn minority of 100 per cent isola- 
tionists in the United States Senate understand this— 
but they seem curiously blind to our vital interest in 
the ultimate status of the British fleet. Since they are 
voting billions for defense, they agree that our security 
is threatened by a possible German victory in this war 
but they assume we will have ample time to prepare. 
Perhaps they are right, perhaps not. The heart of the 
problem is the element of time, and failure to realize this 
is to gamble with the fate of America. 

We are going to have a powerful, two-ocean navy. 
When? In somewhere between five and ten years. We 
are going to have a tremendous air force and a well- 
trained, well-equipped army. When? In two to five 
years. German armies over-ran all of western Europe in 
less than six weeks. Hitler will succeed in knocking out 
England or fail in a matter of months, not years. 

It is to our vital interest that the Germans lose the 


Battle of England. Therefore it is to our vital interest 
that we provide all possible aid to the British. We should 
be working at top speed day and night to get aircraft, 
guns and other equipment to them. 

But suppose the Germars win. In that case we will 
be confronted with exactly the problem as to the British 
fleet that the British have faced as regards the French 
fleet. The chief difference is that the problem would be 
far more desperate for us than it has been for Britain. 
Nothing will be changed by hoping for the best, whistling 
in the dark or laughing this threat off. It is real and 
very grave. Isolationist politicians who guess we'll be 
all right if we only “mind our own business” had better 
start thinking. 


JAPAN'S PROBLEM ... This week marks the third 
anniversary of Japan’s war with China, now entering its 
fourth year but still cheerfully talked of in Tokio as an 
“incident.” For the people of both nations there is little 
to celebrate. She is now in the position of having one fist 
so deep in the opponent’s midriff that it is difficult to draw 
it out to strike elsewhere. 

Nevertheless, two things should make us wary of the 
whole situation. 1. Our consumption of silk last month 
was the lowest since records have been kept. 2. Japan’s 
gold reserves are nearly exhausted. In other words, the 
two valuables which enabled her to buy our goods are 
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disappearing. The materials we supplied her have long 
helped to hold her in line, particularly while engaged in 
expending full force on a military effort. If Japan’s 
sources of dollar exchange dry up, her friendship for the 
United States will hardly flourish. 


SOMETHING NEW .... The suddenness with which 
Mr. Wendell Willkie has caught the imagination of a 
broad cross-section of the voting public is something 
absolutely unprecedented in American politics. What is 
the explanation? 

Mr. Willkie is handsome and charming; he has a clear 
mind; he says what he thinks with forthright simplicity 
and vigor; he reflects a magnetic and warming friendli- 
ness; he is energetic, imaginative, courageous. But these 
qualities, while rare in combination, are something less 
than unique. There is more to it than that. 

A goodly part of the answer, we think, is that, while 
the times may not entirely make the man, the times do 
largely govern public reaction to new leadership. Mr. 
Willkie had large assets to offer—and the market hap- 
pened to be ready and favorable. Both the regular 
politicians and the political glamour boys had begun to 
pall. In fact the devious game of politics itself had come 
to have something of a smell. Democracy had its back 
to the wall. A good many people were sick of smart 
politics and clever politicians. 

Wendell Willkie was something new and attractive, 
offered at a most propitious time. Here is a man aggres- 
sively seeking our highest political office—yet indubitably 
he is not a politician as we know the breed that word 
stands for. Some think political inexperience will be a 
handicap in his campaign. We rather doubt it. So far 
he has shown masterly political wisdom in refusing to 
put his campaign entirely in the hands of the regular 
Republican Party organization, in ordering that no direct 
or indirect campaign contributions be accepted from 
corporations, and in limiting individual political con- 
tributions to $5,000 as provided by the pending Hatch bill 
which New Deal Congressmen have shown every inten- 
tion of burying! This double finesse at the start of the 
game will be ruefully talked about by the “regular” 
politicians for a long time to come. 


DEMOCRATIC CONVENTION .. . Apparently two 
men know who is to be the Democratic nominee—the 
President and Mr. Farley. Knowing that, Mr. Farley 
can probably make a shrewd guess as to whether Willkie 
or the mysterious Mr. X is to lead the nation through 
the next four perilous years. That leaves 129,999,998 
people excluded from a secret likely to hold the key to 
their future daily lives. It seems to be carrying exclu- 
siveness a bit far, but still, it makes for a more colorful 
convention. If the nominee were announced beforehand, 
the Democratic proceedings would make a sorry anti- 
climax to those in Philadelphia. 


WE BEGIN TO PAY... For some time before the 
present defense crisis public opinion was increasingly 
fed up with the kind of politics summed up in the 
Congressional axiom: Vote for every appropriation 


and against every tax. During recent weeks this realistic 
sentiment has hardened further, with truly remarkable 
results. 

Politicians who a short while ago were demanding 
huge arms expenditures, without breathing a word about 
taxes, have now put through—in an election year—a tax 
bill adding nearly a billion dollars a year to Federal 
revenues and adding a couple of million individuals 
to the rolls of income tax payers. With the ink on 
this measure barely dry, the President now demands 
that Congress at this session adopt stiff excess’ profits 
taxes. 

Any such tax should be most carefully considered, with 
the general objective of maximum revenue consistent 
with minimum economic distortion. The first question 
to be decided is whether the primary purpose is to take 
excessive profits out of armament orders or to raise 
revenue. If the former, it can be best done with limita- 
tion of profits on Government orders as is the case now 
as to aircraft and naval shipbuilding. If it is the latter, 
the best method is a straight corporate income tax of 
whatever percentage is necessary. 

There is no painless method. Recently market demand 
for shares of aircraft companies was drastically reduced 
by anticipation of profit restrictions on Government 
orders and looming excess profits taxes. Further equity 
financing by this industry will be difficult and_ the 
Government will have to finance plant expansion. It 
is a question which method is harder on the taxpayer— 
financing plant expansion for the industry or allowing 
enough profit on Federal orders to attract private plant 
investment. 

As for excess profits taxes, a method taking average 
earnings of three or four prior years as the standard is 
simpler and calculated to work fewer injustices than a 
method based on any arbitrary definition of proper re- 
turn on “investment.” Even so, however, the principle 
can work out most unfairly in some instances. To cite 
an obvious example, the air transport industry after 
years of struggle has almost overnight found itself with 
more passengers than it has equipment to handle. This 
has practically nothing to do with war and armaments, 
but is mainly the result of the remarkable safety record 
established during the past eighteen months. The 1940- 
1941 profits may conceivably be four or five times the 
average of 1936-1939. Thus the air lines might be hurt 
even more by excess profits taxes than the aircraft manu- 
facturers. Since the idea is to tax excess profits made 
possible by the armament demand, this would, indeed, be 
a curious paradox. 


LABOR'S CONTRIBUTION ... By now it is clear that 
the arms program will not be a joy-ride, that it will 
have to be paid for just as the Germans paid for theirs. 
with a considerable measure of sacrifice. Capital is very 
evidently to be watched and hedged about with restric- 
tions against the killings of other wars. If Mr. Sidney 
Hillman, in charge of labor affairs for the National De- 
fense Advisory Commission, is to do his country a real 
service, he will see that labor also understands the dis- 
tinction between 1916 and 1940. 
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BY CHARLES BENEDICT 


INESCAPABLE REALITIES 


Waes Colonel Knox, questioned as to his intervention- 
ist ideas, told the members of the Senate Military Af- 
fairs Committee, “My position is taken for reasons of 
selfish security, and not done out of love for Great 
Britain”’—he was voicing the view of realists as well as 
many who had been isolationists only a short time ago. 

Today help for the English is a necessary part of our 
own defense so long as a pro-American Government is in 
control in Britain. The grim necessities of the moment 
call for a facing of this fact without illusion as to British 
aims. 

Our failure to spring to British defense with great 
enthusiasm rests purely on a psychological factor—on 
the lack of faith that exists in our minds as to the pur- 
pose behind the acts of English leaders. The background 
is not very reassuring. 

It is unfortunately true that subconsciously we are apt 
to hold in our thoughts the facts we know about the 
plans and ambitions of these leaders—and thus hesitate 
to act in accordance with the realities of today because 
we fear the deviousness of the intrigue which has created 
confusion from the beginning. 

We think: Have the desperate 
events as a result of Britain’s great 
military weakness changed the ob- 
iectives and earlier plans of collab- 
oration between British and Nazi 
leaders? Are we safe then in disre- 
garding the past in dealing with the 
realistic present? 

Yet, on the other hand can we 
reason, that the original objectives 
are still intact? That only the 
methods have changed because of 
necessity—that the opposition from 
the people in the so-called Demo- 
cratic countries has forced unwill- 
ing shifts and compromise? 

Therefore, what is the truth about 
how far this country can trust these 
leaders? 

These are the thoughts that are 
going through my mind as I attempt 
to analyze the war situation in rela- 
tion to the realities as they confront 
the United States today. 

Let me think out loud with you: Fide world Photo 
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I cannot forget the fact that the ruling powers—finan- 
cial and industrial—in England helped to finance Hitler 
for the purpose of re-establishing the old Austro-Hun- 
garian Empire under German control with Berlin as the 
‘apital. And—with that accomplishment in the bag, 
the conquest and joint development of Russia was the 
objective for the economic rehabilitation of Britain and 
Germany. All this too was Hitler’s goal in “Mein 
Kampf”—the “blueprint” which has so far been an ac- 
curate diagram of events. 

It is disquieting to know that these friends of Hitler 
still control England. Today, in spite of every effort, 
Chamberlain of Munich ill-fame—who represents these 
interests—still remains in the Cabinet, in such a position 
of strength that by his control of the conservative votes 
he can easily oust Churchill. 

Sir Samuel Hoare, one of Chamberlain’s appeasers, 
and one of the triumvirate who handed the Nazis the 
keys to Middle Europe, and who fought the application 
of sanctions against Mussolini in the Ethiopian crisis—is 
the liaison officer between the British Government and 
(Please turn to page 434) 
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Market for the Next Fortnight 


Cautious and technically strengthened, the market 


is capable of responding more dynamically to good 
news than to bad. But news, good or bad, remains the 


key. We favor sitting tight, deferring new purchases. 


Sy A..F. 


No matter in what direction investors look, the fog is 
equally dense as we move into midsummer. 

According to most reports from Europe, the curtain is 
about to rise on the final act of the war drama—the Bat- 
tle of England. Its outcome will be of incalculable im- 
portance to us and to any other remnants of private 
capitalism as still survive. 

According to some reports, a negotiated peace is still 
a live possibility. This, too, would be of vital impor- 
tance to us. 

According to all reports, special taxes are going to 
squeeze a major proportion of the profits out of the 
coming armament boon. This is of great importance to 
the stock market. Until these new tax schedules are 
formulated nobody can estimate this year’s net income 
of any corporation. 

As compared to the above uncertainties, the Roose- 
velt third term enigma is probably of secondary impor- 
tance in the market’s considerations. Anyway, unlike 
the others, this one is certain of clarification next week, 
if not a bit sooner. Its pros and cons have been under 
discussion so long that no dramatic surprise is possible. 

The general inability to see even a short distance 
ahead is adequate reason for the extreme dullness and 
narrow price fluctuation which characterized the per- 
formance on the exchanges during the past week. 

Yet we can be grateful for one recent phenomenon 
which shows that the venture spirit is not completely 
dead. We refer to the rather vigorous speculation in 
railroad bonds. To be sure, these securities are by no 
means immune to the longer range political and eco- 
nomic uncertainties confronting this world, but they 
have met with increasing demand on the reasoning 
that future excess profits taxes will make the general run 
of equities less attractive and medium grade bonds rela- 
tively more than attractive. At this writing second 
grade railroad bonds have recovered, on an average, 
more than 70 per cent of their entire previous decline, 
as compared with a maximum recovery of about 30 per 
cent for the industrial stock average. 

Reflecting the still increasing super-abundance of 
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cash seeking safe employment, highest grade bonds re- 
main close to record tops. On normal financial rela- 
tionships, the recent strong pattern of the bond market 
would be considered bullish on the stock market. Per- 
haps it is—but no normal relationship or fixed fore- 
casting formula can be trusted today. 

For instance, the much discussed and cussed Dow 
Theory is up anything something new—as we all are— 
when there is no such thing as sustained trends in point 
of time, when the major portion of alleged bull and bear 
markets is completed in a week or ten days, and when 
the former close relationship between market and busi- 
ness moves has for the time being ceased to exist. 

The effort made by some to apply Dow Theory prin- 
ciples in determining the business trend—as well as the 
market trend—appears almost farcical under present 
conditions. The major business trend has been up since 
the spring of 1938. Last year’s rise topped the peak made 
in the autumn of 1938 and this spring’s recession stopped 
far above the recession low of 1939. Thus we have to 
date a succession of rising tops and bottoms, and there 
certainly could not be a more bullish pattern. 

The Dow Theory gave a major bear signal on May 
13—about five weeks after business had completed the 
spring recession and turned sharply upward. As esti- 
mated for the most recent week, our adjusted business 
index has now recovered approximately 70 per cent of 
the entire preceding recession and is within 5 per cent of 
the high of last December. 

The answer, of course, is that the market is geared 
almost entirely to the certainties and uncertainties born 
of war, and that in this setting business volume and earn- 
ings have a rather tenuous relationship with invest- 
ment psychology and equity values. 

Perhaps the outstanding certainty of the war, from 
the investor’s viewpoint, is the demonstrated inevitabil- 
ity of severe restrictions on business profits when arma- 
ment becomes the national preoccupation. 

The uncertainties remain legion and need not be fur- 
there emphasized here, excepting one: the question of 
the consequences of a possible disastrous British defeat 
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between now and autumn. This may or may not hap- 
pen, but—unlike the French disaster—it could not catch 
the market by surprise. Both because of this reason and 
because weak or marginal holdings in the market have 
been drastically cleaned out, we see at worst no basis for 
fearing anything like a repetition of the May panic. 
Indeed, it is our feeling that—due to the strengthened 
technical position and the widespread spirit of caution 
now prevailing—the market is capable of responding 
more dynamically to good news than to bad news. But 
we have to have some good news, or at least an absence 
of fear of imminent bad news. All of which does not vet 
make out a clinching case of buying even the best 
grades of common stocks, but does suggest that unneces- 


sary liquidation at this stage of the game seems foolish. 
Paradoxically, although in only a short term sense, 
our business situation may be more vulnerable to un- 


toward foreign events than the stock market. While 
the actual volume of Federal armament orders placed 
remains a secret, we doubt that it can directly account 
for as much as 2 per cent of present economic activity. 
In the event that British war orders terminate within 
the next three or four months, some degree of business 
reaction would be virtually inevitable, in our opinion, 
for the great bulk of our armament program today is on 
paper. As distinct from anticipatory activity of private 
business, booming armament activity can hardly develop 
before some time in 1941. —Monday, July 8. 
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Economic 


of the 


WF icmx a very few days the statesmen of 
twenty-one nations of North and South Amer- 
ica will meet in Havana in what would be inade- 
quately described as a conference. When those 
men go home they will have taken the first steps 
toward a decision as vital to their countries as 
was our Declaration of Independence. They 
will have written into history something that 
Adolf Hitler can read without his spectacles; or 
they will have added themselves to the long list 
of divided democracies which have already 
helped knock each other over like pins in a 
bowling alley. Beneath the wrangling and the 
shaded meanings that come to the public will 
be a definite ves or no to the fate that threatens 
the world. 

The undertaking is to unite this hemisphere 
as thirteen colonies were once united, but though 
guns and ships will be discussed they will be 
so far in the background that the lack of martial 
fervor will be a very real handicap. Three 
months ago the whole project would have been 
considered preposterous. Today there is no bet- 
ter than an even chance that the “United we 
stand” idea can be sold to the hemisphere in 
terms of bales rather than bayonets, of tankers 
rather than tanks. The one ingredient in doubt 
at the conference—and this applies to American 
representatives and public as directly as to 
Bolivian—is imagination. If it can be stirred 
without fifes and drums, then the peaceful shot 
fired at Havana will be heard round the world 
for generations; otherwise this will be a mem- 
orable, miserable fizzle. 

Discussion will be first about Nazi fifth col- 
umn activities in the Americas and ways to com- 
bat them—yjoint use of bases for ships and planes 
in order to bring strength to bear at the proper 
points. It will cover the problem of British, 
French and Dutch possessions in the hemi- 
sphere, their possible use as opening wedges in a 
drive by a foreign power. Then overshadowing 
all others will be the economic steps to be taken 
to thwart what will undoubtedly begin as an 
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Mobilization 


Western Hemisphere 


BY JOHN LLOYD 


economic drive by an all-powerful Nazi Germany. 

It would be impossible to judge either the dangers or 
the available defensive measures without knowing the 
Nazi routine of attack. Fortunately the Hitler regime 
has shown itself to be as firmly wedded to its methods 
of aggression as the European democracies to their 
blunders of inertia. There is no reason to fear mysteri- 
ous new pitfalls. The German course is subtle only be- 
cause its victims fail to realize the aspirations behind it, 
differmg from past raids on the world only in its in- 
tensive use of economic weapons. 

What the Nazis did to their neighbors and_ started 
to do in South America they will attempt to carry to its 
successful conclusion in this hemisphere. Measures that 
failed against them in Europe cannot be relied upon here. 

When Germany began the culminating phase of her 
comeback and put all her energies into the creation of a 
military machine, she lacked two essentials: raw mate- 
rials and capital. She had manpower in its most ef- 
fective form—willing slave labor. But she was hope- 
lessly in debt to the nations with which she ordinarily 
traded and she had no money to buy copper, oil or 
wheat. To the United States there would have ap- 
peared to be only one solution: dig in and create an ex- 
port balance by self-denial and concentration upon sell- 
ing abroad; then gradually debts could be liquidated and 
international buying power restored. 

Germany had other methods. The honest one would 
have absolutely ruled out a big military effort, since all 
resources would be needed in peaceful trade. Germany 
with her debts and her physical handicaps was able to 
build an army only by using the capital of her future 
victims—by a system of fiscal flimflams dwarfing any- 
thing of the kind in history. 

First of all, her creditors. These were mainly the in- 
dustrial nations, England, France, the United States. 
Rather than allow her exports to go toward paying off 
the debts, Germany stalled them, made agreements 
which discriminated between them, turned her trade 
away from them and toward the nations that needed 
manufactured products in exchange for raw materials. 
Hore she was in luck, because she was dealing with 
weaker countries not in position to match economic 
strength with her individually. 

Raw materials were in a buyers’ market. The last war 
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had built productive capacity sufficient to allow a good 
part of the world to turn to fighting and still be sup- 
plied with food and materials. The glut had created 
an illusion of prosperity for a few vears, then had 
knocked the props out from under the areas which con- 
centrated on wheat or cotton or copper or oil. Tech- 
nological improvements in the methods of production 
threw supply still further out of line with demand. The 
desire of each nation to be independent of its neighbors 
encouraged new and unnecessary production. Perhaps 
to a certain extent the decline in the rate of popula- 
tion growth contributed to the situation. 

At any rate, Germany could deal with people whose 
real wealth of natural resources was almost useless to 
them and she could offer them things that they needed 
—at first. Now the objective of the Nazis was not to 
build up foreign trade, to create markets for their goods. 
It was purely and simply to acquire raw materials with 
the least possible diversion of German production from 
military to export purposes. They could not borrow the 
money to buy because their credit was worthless. So 
they fooled their suppliers into financing the war ma- 
chine that would eventually be used against them. 

The two terms that cover the bulk of these artifices 
are “clearing agreements” and “Aski marks.” There 
were many different kinds of marks, each restricted to 
certain uses in spending them, but in South America the 
Aski marks are best known. When Germany spent them 
there for raw materials she limited the products she 
would give in exchange for each specific block of her 
currency. Because they were weak and any money was 
good to get hold of, small 
nations did business with 
Germany. And the Nazis 
had one tremendous ad- 
vantage over other buyers. 
If they could not get a 
deal they liked in, say, cof- 
fee, they could threaten to 
decrease their regimented 
population’s consumption 
of coffee or to cut it out al- 
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TWO PROBLEMS THAT MESH 
Strategic Materials — and — Buying in Our Own Hemisphere 


The Government has decided upon 14 raw materials essential for defense which 
normally come from abroad. For immediate purposes it is necessary to see that 
supplies of these commodities are held within the country. Slightly longer range 
planning involves bringing the sources of supply near enough home so that they 
can be protected in emergencies—in other words, encouraging production of 
strategic materials by buying them in the Western Hemisphere where possible. 


Planning with a different purpose contemplates strengthening Latin-America 
economically so that the southern nations will not be easy prey to Germany. The 


easiest and quickest way is to pour loans into their treasuries. 


More lasting 


would be the creation of markets in which they could sell—in the nation that sells 


most to them. 


When a shift in buying strengthens both buyer and seller in such vital respects, 
it should not be postponed an unnecessary day. 


THE STRATEGIC MATERIALS 


Antimony—alloy of wide uses, much of 
which has been imported from China. 


Chromium—another important alloy, used 
in stainless and other steels, in tanning, dye- 
ing, and in paint-making. Africa, Russia 
and Turkey are large suppliers. 


Coconut shell char—used chemically and 
in gas masks, imported from the Philippines. 


Manganese, ferrograde —vital in steel 
production, with Russia the chief U. S. sup- 
plier, along with Africa and India. 


Manila fiber—from the Philippines. Even 
that part of the world is not as dependable 
and defendable a supply source as we 
might wish. 


Mercury—a war and ‘peace essential, 
comes normally from Spain and Italy as 
well as Mexico. 


Mica—chief supplies from India and Mada- 
gascar, although not a rare material. 


Nickel—vital metal supplied to the world 
by Canada. 


Quartz crystal—a minor but important 
need, supplied by Brazil. 


Quinine—vital medicinal bought from East 
Indies. 


Rubber—our largest import, subject to 
price squeezes and foreign cartel control. 


Silk—long a Japanese near-monopoly. 


Tin—civilian and military essential mainly 
imported from the Far East. 


Tungsten—essential as alloy and lamp fila- 
ment, comes in part from China. 


THE LOGICAL SOURCES 


Available in Mexico, in South America, and 
also in the U 


Both Cuba and the U. S. have chromium 
resources, with others in South America not 
unlikely to develop if encouraged. 


Central America as well as Florida could 
fill demand within reasonable time. 


Cuba and Brazil already contribute to our 
own resources of manganese — hemisphere 
sufficiency is possible. 


Hemp and other fibers can be obtained 
from Cuba, Haiti, Mexico and elsewhere in 
Latin America, cotton and synthetic substi- 
tutes in U. S. 


U. S. production has increased, Mexican 
should, creating independence of Europe. 


Brazil and other parts of hemisphere are 
rich in mica, and substitutes available. 


Canadian production is more than sufficient 
for needs. 


Hemisphere needs are well supplied. 
Peru could and should supply us. 


Originated in South America and now again 
encouraged there. Domestic substitutes 
available. 


Substitutes are booming; even natural silk 
could be promoted in Latin America. 


Bolivian ores could be smelted there or 
here; if necessary, substitutes could handle 
many needs. 


U. S. production growing and new methods 
are encouraging it. 





sell to Germany, but having received 
payment in marks, to delay buying 
from her with those funds. And that 
is the way the Nazis borrowed from 
their suppliers—by arranging what ap- 
peared to be bi-lateral exchanges of 
goods, then postponing by all sorts of 
expedients what we would consider 
the profitable part of the transaction, 
the delivery of goods to the foreign 
country. Balances were built up 
against Germany, but she was plan- 
ning for the immediate future and for 
the day when she would take over 
everything near her and would feel no 
need to pay her debts. 

The only thing that made this pos- 
sible, of course, was the weakness of 
the nations Germany dealt with. That 
and her willingness to use any and all 
means to achieve her ends, including 
bribery, sabotage, bullying, and a con- 
stant finger in domestic politics of her 
trade associates. When the process 
had gone far enough the nations so 
treated were not only economic satel- 
lites of Germany but also ripe for 
treacherous invasion. 

At the moment it is common knowl- 
edge that Germany is putting Dr. 
Schacht and others to work on a plan 
for world financial domination. Her 
most obvious victims must include 
the nations of Latin America which not 
only have what she needs but are weak 
individually and offer a promising 
gateway into the ultimate goal—the 
United States. She has not gone far 
in South America, perhaps because her 
energies have been fully occupied else- 
where. But the fifth column has al- 
ready entered, the broad outlines of 
Nazi trade aggression there are already 
evident. Although it is suspected as a 
gesture, the offer to sell steel to South 
America for October delivery is a fore- 
taste of the future. So also are the 
troubles Uruguay and others have 
been having with the fifth column and 
its unsuspected power in internal af- 
fairs. 





through clearing agreements, which began as attempts 
to pair off exchanges of currency between nations. Ger- 
many could actually make long term agreements with 
producers which would assure them stabilized prices and 
consumption for as much as ten or twelve years into the 
future. The prices she offered were attractive, too, until 
it developed that the money was difficult to use in buy- 
ing from her in return. For soon Germany came to the 
point of discouraging exports by forbidding the sale of 
goods really wanted, restricting the use of blocked marks 
and clearing agreement funds to less desirable manu- 
factures. 

Thus it happened that there was every inducement to 
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The statesmen at Havana will have no reason to puz- 
zle over the nature of the attack, very little reason to 
hope that it will be long delayed. They must get down 
to business on ways and means of defending against it. 
And one of the most momentous of the suggestions will 
be that made by the United States, that all of the west- 
ern hemisphere should form itself into one or several 
gigantic cartels to control the selling of its products. It 
is based on the examples set by rubber and tin, to men- 
tion the two most important, which have been uncer 
cartel control for years, stabilizing both production and 
prices. If it should reach practical application, then a 
European copper buyer, for instance, would deal not 
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with a Chilean company or an American, 
but with one great agency handling all 
copper produced in the hemisphere. 

It is a known fact that any market in 
which there are two sellers and only one 
buyer will offer the best chances to the 
single buyer. He can divide the sellers, 
work them against each other, threaten 
them individually with loss of his business, 
and usually make a better deal than if there 
had been only one seller. If Germany is 
Europe, with a market and buying require- 
ments equal to what were formerly a dozen 
important nations, her power against any 
single Latin American republic will be prac- 
tically irresistible—unless something is done 
to unite the Americas in their economic re- 
lations with the rest of the world. 

Particularly if England should go under, 
either by complete defeat or a loser’s peace, 
Germany will have her own way in Latin 
America under conditions as they now stand. 
In buying wheat there she will have as an 
effective weapon the excess capacity of the 
United States and Canada, putting her in 
the position of doing Argentina a favor with 
her purchases. Otherwise, if there were only one 
seller in all the Americas, it would be Europe that would 
suffer the disadvantage. 

The cartel scheme would start with a problem of sur- 
pluses and would cost somebody a large amount of money 
if it attempted to maintain prices for these surplus prod- 
ucts. That money would be the United States—there 
is no excuse for hiding the point. Estimates of the an- 













































800 
70 } 
U. S. TRADE WITH NATIONS OF 
THE WESTERN HEMISPHERE 
600 (IN MILLIONS OF DOLLARS) 
(1939) 
500 
ann IMPORTS 
EXPORTS 
30 
200) 

















CANADA BRAZIL CUBA 





James Sawders from Cushing 


"The" Skyscraper of Montevideo, Uruguay. 


nual cost are very vague, but the first appropriation 
likely to be requested might run from one to two billion 
dollars, and the loss in the first year might run around 
half a billion. If some system of restriction of produc- 
tion should later prove workable, the losses might be 
very considerably reduced. 

Whatever the cost, it can be judged only by what we 
should receive in the way of additional security; it can 
be justified only if it shapes up as a better bargain than 
spending a similar amount on battleships or coast de- 
fenses. While sentiment may impel us toward some ac- 
tion to rescue our neighbor democracies, it would be a 
mistake to mix sentiment and economics at such an early 
stage in a new and untried proposal. 

The fact is that the South American republics are 
mighty important to us simply as customers and sup- 
pliers in normal trade. With Europe almost entirely cut 
off, they and Canada are the main props of our busi- 
ness with the world. If England falls, trade with Canada 
will immediately suffer because of the cessation of in- 
direct transactions through her with the United King- 
dom. Then Japan and the Hitlerian Europe will be the 
only big customers aside from Latin America still left to 
us; and neither Japan nor the forming European hege- 
mony will be satisfactory business associates, to put it 
mildly. 

As for the Latin American nations and their own view- 
point, they have in mind their dependence on the rest 
of the world for markets, the blow that falls on them as 
Europe solidifies in a way that hardly bodes good. Trade 
ties have been closer with (Please turn to page 436) 
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What Chance Has the Republican Candidate? 


By £.a%. FT. 


A FEW days will bring the answer to the riddle of the 
year—Will Roosevelt run again? 

On the eve of their national convention, the Demo- 
crats are ina bad spot. “No one but Roosevelt can beat 
Willkie,” most of them are saying, and this includes 
many who have not been outstanding advocates of a 
third term. Will Roosevelt accept the nomination? 

That the convention is prepared to nominate him by 
an overwhelming majority is obvious, though Garner, 
Farley and Wheeler have insisted their names will be 
presented and they may have enough votes to keep it 
from being unanimous on the first ballot. The President 
can hardly let the convention adjourn without indicat- 
ing in some way whether or not he will accept. This 
may come early in the convention, but more likely not 
until after the delegates have formally offered him the 
nomination. 

The first reaction to Willkie’s nomination by the 
Republicans was that Roosevelt will have to run again; 
that it is a personal challenge to him, and that he and 
all other Democrats would admit the party is sunk with- 
out him. This is still the prevailing opinion, for as this 
issue goes to press there is still no hint of the President’s 
intentions. 

But the minority of political guessers whose hunch is 
that he will not accept the nomination find in Willkie’s 
nomination a new reason for their belief, namely, that 
Willkie’s views on foreign policy, aid to England, and 
national defense are so nearly parallel to his own that 
he no longer has the excuse that he must have a third 
term to insure continuity of these policies. It has long 
been felt that Roosevelt would run for—and the voters 
would stand for—a third term only if the nation were 
in a foreign crisis in which the administration’s policy 
was popular and was in danger of being upset by the 
opposition. Unless Roosevelt wants to admit he favors 
immediate war it is hard to see how he can take deep 
issue with the G.O.P. platform defense plank and 
Willkie’s pre-convention position on foreign policy. 
Added to this, for what they may be worth, are the 
recurrent reports that Roosevelt is tired and will decline 
for reasons of health. 
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New Dealers were ardently hopig the Republicans 
would take an isolationist stand and nominate an anti- 
defense or “appeasement” candidate so that the cam- 
paign could be fought on foreign issues. Now they realize 
the campaign will be on domestic issues and the best 
way to promote national defense. They are vulnerable 
here, and most of them know it. Had any one of the 
other Republican candidates been nominated they would 
have been quite confident of winning with some one 
other than Roosevelt, anticipating a Republican cam- 
paign like that of Landon’s in 1936. Now they realize 
they are up against a campaigner fully the equal of 
Roosevelt, and they have no one else who can match 
him save F. D. R. himself. Every other possible candi- 
date has drawbacks which might not be serious in the 
kind of campaign they anticipated but which look 
mighty formidable now. And if Roosevelt accepts, the 
party will lose the support of many conservative Demo- 
crats and the undeterminable numbers of voters opposed 
to a third term for anyone. The Democrats are truly 
in a dilemma. All they can do is wait Roosevelt’s word 
and pray that his judgment will bring them victory. 

Wendell Willkie will put on a real campaign. The 
man is a natural-born leader, who inspires confidence 
and exudes competence. Proof of this is the truly amaz- 
ing way in which he captured the nomination—a story 
that will become classic in American political history. 
He might stub his toe and make a fatal mistake before 
November, and he may be injured by clumsy efforts of 
over-zealous big-business supporters, but at present 
Willkie has captured the popular imagination and 
shown an ability to win friends and influence people in 
all walks of life. Senator McNary, his running mate, is a 
liberal Republican, well regarded everywhere, popular 
with the farmers and the Northwest. It’s a strong 
ticket, and this early in the game it appears to have an 
excellent chance of winning. 

Against Willkie there will be a “smear campaign,” 
either openly or covertly. His Wall Street and _ utility 
connections are already being cited as prima facie bars 
to the White House, and it is being charged that his 
apparent popularity is synthetic and was cleverly built 
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up by big business bosses and a slush fund of millions. 
His supporters count on the facts and Willkie’s own 
personality and record to refute this sort of talk, and 
most observers feel that the voters will not fall for it 
in these times. 

In fact, everything that was cited as an actual obstacle 
prior to Willkie’s nomination can be turned into an 
argument for his election. The fact that he is a former 
Democrat should induce many conservative Democrats 
to support him. The fact that he is a successful busi- 
ness man can’t be turned against him as it might have 
been three years ago when the New Dealers were trying 
to blame business for the recession. Now there is a gen- 
eral feeling that government can’t provide jobs but 
business can; politicians can’t gear industry to defense 
needs but business men can; social reforms can’t bring 
prosperity but industry can if given a chance. There 
are scores of reasons for believing that as matters now 
stand the Willkie-MeNary ticket has an excellent chance 


of winning in November, and these will all be expounded 
during the campaign. 

Willkie himself will make a clean and aboveboard 
campaign. He deals with issues rather than personali- 
ties. He has brought young blood into the Republican 
party and apparently has the support of all factions and 
defeated candidates. His forceful personality and indi- 
vidual vigor will be the main feature of the campaign 
but he will not have to carry the load alone; he will 
have thousands of enthusiastic volunteer workers. The 
G.O.P. platform is pretty vague but it certainly isn’t 
reactionary; it is pro-business but can hardly antagonize 
any groups except New Dealers: and Willkie and 
McNary can be counted on to fill in the platform gaps 
with specifications which will win wide support. 

The Democratic delegates assembling for the Chicago 
convention know they are in a tough spot. They are up 
against a much more difficult campaign than they ever 
anticipated, and they don’t know what to do about it. 





CAPITOL 


Anti-trust lifting to expedite national defense is a con- 
tinual rumor, but no basis for it can be located in high 
official places. Industry and perhaps some defense advis- 
ors are afraid trust laws will hamper industrial mobili- 
zation, but Roosevelt and Justice Department insist 
enforcement is more important now 
than ever. Chances are, however, 
that if defense advisory commission 
actually lays down a plan of indus- 
try cooperation, Department of Jus- 
tice will keep out so long as plan is 
not misused. 


Government financing plays prom- 
inent part in all New Deal defense 
planning. Though public statements 
claim to place great reliance on pri- 
vate financing, all inside thinking is 
based on having the Government do 
it and borrow the money. This ap- 
plies to such things as_ building 
plants for filling rearmament orders, 
laying in stocks of strategic materi- 
als, housing defense workers, financ- 
ing Latin American trade, and many 
others. 

Wide World Photo 
Foreign investments of Americans 
in Germany and Nazi - occupied 
countries may be_ protected by 
United States Government through 
its system of licensing credit transfers. If Germany 
should attempt to pull back cash, gold and investments 
of occupied countries in United States, Administration 
can hold them to offset German confiscation of our 
investments there. 


Export control system sprung by Roosevelt without 
notice or time to comply threw export industry into 
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To Secretary of Treasury Morgenthau 

falls the job of not only finding but also 

collecting the funds needed for the great- 
est of peacetime rearmament plans. 


BRIEFS 


chaos. In Congress, bill was said to be aimed at scrap 
iron and aviation gasoline, but it has been applied to 
long list of other things including many common articles 
of commerce. Ships had to be unloaded until licenses 
could be obtained. An example of how Administration 
has gone hog-wild on defense and 
fails to understand normal work- 
ings of business. 


Pan-American cartel scheme an- 
nounced casually by Roosevelt as 
almost ready to put in operation 
has hit many snags, both here and 
abroad. Many Administration for-. 
cign trade experts are openly oppos- 
ing it, say it is half-baked and won’t 
work. Prospect is it will be dis- 
cussed in outline at Havana confer- 
ence but won't be put into effect for 
months, if at all. and never on 
sweeping lines first proposed. 


Sales to England of munitions and 
essential war materials will decrease 
rather than increase in next few 
weeks. In spite of Woodring’s re- 
moval from War Department (he 
fought against stripping Army of 
meager reserves), Army officers are 
winning out in their contention that 
defense requires us to keep what we 
have. Public opinion supported this and made itself felt 
in Washington. Besides, mose usable stuff which could 
be shipped out quickly has already gone. 


Defense commission is still working well. with support 
of Roosevelt and without interference from New Deal- 
ers. so far as can be seen, contrary to predictions of many. 
The country is demanding action and getting it. 








We have already begun to pay in advance a part of 


the bill for armaments but this is small change as com- 


pared with the still heavier Federal levies on the way. 


What War Taxes Mean to Investors 


BY HENRY D. 


Worn the signing, on June 25, of the first defense tax 
bill, this country assumed its heaviest Federal tax load 
since the World War—and this measure is only the be- 
ginning. More recently, the President has requested of 
Congress a “steeply graduated excess profits tax,” and 
there is every indication that such will be enacted 
within the near future. Some hint of what may come 
in the event of actual war, moreover, is to be seen in the 
staggering new war levies just adopted by Canada. But 
before going into the question of tax increases that lie 
ahead, let’s have a look at those already effected. 

The new law, expected to bring in better than $4,500,- 
000,000 of additional revenues in the next five years, will 
add an estimated 2,200,000 persons to the present list of 
income taxpayers. Personal exemptions are reduced 
from $2,500 to $2,000 for family heads and from $1,000 
to $800 for single persons. Surtaxes are revised upwards 
by varying amounts for those with personal net incomes 
of from $6,000 to $100,000. The higher brackets, already 
taxed close to the point of diminishing returns, come 
off relatively well; for incomes between $90,000 -and 
$100,000, for example, the surtax rate rises only from 
55 to 56 per cent. Farther down the scale, however, 
increases are considerably more substantial percentage- 
wise; for instance, those in the $14,000 to $16,000 class 
will pay a 15 per cent surtax against 9 per cent formerly. 
And in addition to the lowering of personal exemptions 
and the raising of surtax rates, a super-tax of 10 per cent 
is provided for; thus, if a personal tax bill comes to $100, 
the super-tax increases it to $110. 

From a business and investment standpoint, the fore- 
going tax changes are significant chiefly insofar as they 
will affect consumer purchasing power. In this connec- 
tion, the industries that are obviously going to suffer 
most are those producing high-priced luxury and con- 
sumers’ durable goods such as jewelry, automobiles, re- 
frigerators and the like; residential building activity also 
seems likely to be affected. On the other hand, particu- 
larly with reference to necessity goods and low unit 
price luxury goods, a mitigating factor will be increased 
employment concomitant with the stepping up of in- 
dustrial production under the defense program. Possibly 
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of more direct investment interest than these considera- 
tions, however, are the income tax increases that have 
been enacted for corporations and the advance in excise 
levies on certain commodities. 

The increase in corporate income taxes called for in 
the new law is moderate—much more moderate, in fact, 
than excess profits taxes now under consideration are 
likely to be. For the present, the rate for corporations 
with incomes of more than $25,000 is raised only from 
18 to 19 per cent. However, the new 10 per cent super- 
tax applies to corporations as well as individuals. In 
certain industries, moreover, sales seem certain to be 
affected by the imposition of additional commodity taxes. 


Commodity Excise Levies Raised 


The liquor industry, of course, is always vulnerable to 
special taxation and this time was no exception. The 
excise rate on distilled spirits has been increased from 
$2.25 per gallon to $3.00, while the rate on beer has 
gone up from $5 to $6 a barrel. Similar increases have 
been provided for in the case of brandy and wines. 
Since price is a major factor in liquor retailing, consump- 
tion seems likely to be at least moderately curtailed as 
a result of the higher imposts. 

The movies also will feel the pinch. The previous tax 
rate on amusement admissions—1 cent for each 10 cents 
or fraction thereof—is retained, but the minimum price 
to which it applies is dropped from 41 cents to 21 cents. 
Since the average movie theater admission throughout 
the country approximates the surprisingly low figure of 
22 cents, the taxation base is bound to be much broader 
than heretofore; moreover, the incidence of the tax will 
now fall upon those less able to pay it, with the probable 
result that more former moviegoers will turn to the radio 
and other home pursuits for amusement. 

The tax on automobiles is increased from 3 to 314 
per cent of the sales price, and on auto parts and acces- 
sories from 2 to 214 per cent; the levy on trucks also 
goes up from 2 per cent to 21%. It is worth noting at 
this point that the automobile industry, in addition to 
having its products subjected to higher excise levies as 
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just noted, is also among the most prominent of pros- 
pective sufferers as a result of the increases in personal 
income taxes. Further, car operating costs will be higher. 
The impost on gasoline goes up to 114 cents from 1 cent 
heretofore, and the levy on tires has been raised. 

Principal other items subject to higher taxes are 
cigarettes, refrigerators and radios. In each of these 
cases, of course, as well as in probably all of those pre- 
viously cited, unit tax advances will be passed on to 
consumers in the form of higher unit selling prices. It is 
freely predicted in automotive circles that 1941 models 
will be marked up and Akron has already announced an 
increase in tire quotations. Cigarette prices have ad- 
vanced automatically and retail liquor prices will move up 
as soon as limited tax-free floor stocks are exhausted. In 
virtually all instances, however, subsequent overall sales 
volumes will tell the story. While there may be increases, 
these can scarcely measure up to those that would have 
been seen had prices remained down. And, unless gen- 
eral economic activity continues a very sharp sustained 
rise, actual decreases will probably be seen in a number 
of cases. The combination of a higher price for the 
product and lower income (after increased income taxes) 
for the consumer is bound to make itself felt. 

Also included in that part of the new law concerned 
with excise taxes is an advance in another sort of levy 
of direct interest to investors, i.e—security transfer 
taxes. In the case of stock sales, these are raised from 
a range of 2 to 5 cents per $100 par value to 3 to 6 
cents; as for bonds, the tax goes up from 4 cents per 
$100 face amount to 5 cents. 

Such are the principal provisions of the defense tax 
bill. But the story of taxes for defense is a continued 
one and the foregoing is only the first installment. The 
next, already under consideration by Congress, is that 
dealing with excess profits taxes and, of course, it cannot 
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be foretold just what these will be. Congressional leaders 
have indicated, however, that the measure may follow 
the general outlines of the World War excess profits tax. 

The latter, enacted in 1918 and applied to 1917 in- 
comes, began at 20 per cent and rose as high as 60 per 
cent of the net income of a corporation, partnership or 
individual business enterprise. The scale was as follows: 
20 per cent on net incomes of less than 15 per cent of 
invested capital; 25 per cent on incomes of from 15 to 
25 per cent of capital; 45 per cent on incomes of from 
25 to 331/3 per cent of capital; 60 per cent on all net 
incomes in excess of 33 1/3 per cent of capital. The law 
also specified a special tax of 8 per cent on individual 
incomes in excess of $6,000—a provision that the Presi- 
dent may have had in mind when he asked in his latest 
message to Congress that the new excess profits tax 
apply to individuals as well as corporations. 


Canadian War Taxes Heavy 


But though the 1918 law has been mentioned on 
Capitol Hill as a likely pattern to follow in the present 
situation, a number of legislators have suggested their 
preference for a tax based upon average earnings over 
the past few years rather than on invested capital. The 
latter idea would conform to that followed out by Canada 
in her latest revision of war taxes. These, incidentally, 
are extremely severe and give some hint of what may 
be in store here should we actually become involved in 
hostilities. 

For example, excess profits in Canada are now taxed 
at a rate of 75 per cent on all earnings over the average 
for the past four years. Personal income taxes are also 
heavy. Exemptions are $1,500 for a family head and 


_ $750 for a single person. Tax rates begin at 6 per cent 


on the first taxable $250, 8 per cent on the next $750, 








12 per cent on the next $1,000, the rate continuing up- 
wards with each subsequent $1,000 or fraction thereof. 
Moreover, every single person earning $600 or more 
per year and every family head earning $1,200 or better 
pays a straight 2 per cent. Luxuries are ruthlessly taxed. 
Thus, the levy on automobiles is 10 per cent on value up 
to $700, 20 per cent on value from $700 to $900, 40 per 
cent from $900 to $1,200, and 80 per cent on values above 
that. Other new Canadian excise taxes include an ad- 
vance of 2 cents on a pack of cigarettes (the increase 
was only 1% cent in our own latest revenue bill), 1 cent 
per hundred on matches, 5 cents a pound on tires 
(twice our own new rate), 10 per cent of value on 
cameras, phonographs, and radios. 


Coming back to the question of excess profits taxes, 
it is of particular interest to note the varying effects 
these will have on various types of companies if the 
levy is based upon average earnings over a recent period 
of years. In the box on this page, three hypothetical 

, cases are presented; the first is that of a company whose 
earnings are subject to wide cyclical fluctuation, the 
second that of a concern whose operating results are 
relatively stable from one year to another, and the third 
that of a company whose profits show a strong growth 
trend. In each case, net before Federal income taxes 
last year is assumed to have been $10,000,000. Arbitrary 
increases in this figure in keeping with recent earnings 
trends of each company are projected for 1940 and net 
incomes after all taxes—the higher income tax, the new 10 
per cent super-tax and an assumed tax of 50 per cent on 
remaining net in excess of average net for the period 


of 1936 to 1939— are computed for the current year, 

As may be seen from the final net income figures, the 
cyclical company comes off best, the stable company 
next and the growth concern last. Needless to say, in 
actuality all cyclical companies would not come out 
better than all stable companies, nor would all growth 
companies be left in the ruck. It is equally apparent, 
however, that the annual average of the typical growth 
company’s earnings over the past four years is lower 
in relation to 1939 earnings than that of the typical 
stable earner, and that the former is thus at a somewhat 
greater disadvantage when it comes to an excess profits 
tax based on an average of recent earnings. Due to 
the pattern of the business cycle since 1936, such a 
concern is similarly at a greater disadvantage than the 
typical cyclical company. It is impossible to generalize 
beyond this point, but from the investor’s standpoint 
the matter is one worth bearing in mind. 

Though it is not strictly a tax factor, the matter of 
recently enacted profit limitations on Government naval 
and airplane contracts is closely enough related to war- 
rant simultaneous consideration. Under the previous 
Vinson-Trammell Act, profits on U. S. plane contracts 
were restricted to 12 per cent and on ship contracts to 
10 per cent. Under superseding legislation just passed, 
however, these limits have been reduced in each case 
to 8 per cent on contracts let by competitive bidding 
and 7 per cent on negotiated contracts. Moreover, to 
guard against any unexpected advantage that might 
accrue to the manufacturer through lower actual costs 
than those anticipated at the time of signing the con- 

tract, any profits over 8.7 or 7.56 





EFFECTS OF TAX INCREASES 


In the hypothetical cases below, "Federal Income Taxes" for 1940 give effect to the 
increase in the tax rate from 18 to 19 per cent and to imposition of the 10 per cent super-tax. 
“Excess Profits Taxes" are computed at an arbitrarily assumed rate of 50 per cent of profits 


per cent of the total cost of the work 
are to be considered in excess of the 
8 or 7 per cent limits whichever the 
case may be. 

Though not so hard on the ship- 
yards, this legislation if permitted to 
stand is so severe as regards the 
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in excess of average annual net after taxes over the preceding four years. plane Lain ante enneiaeen pos- the 
Cyclical Company sible danger to the national defense our 
and would certainly mean substan- tio’ 
1936 1937 1938 1939 1940 ; ‘ : : ‘ ‘ of 
eee omnes seam tially lower aircraft company earn 
Federal Income Texes............ 1,900,000 2,612,500 ‘ngs. Even under the present 12 per for 
— —~ cent limit it is estimated that no eve 
Net before Excess Profits Taxes.... $7,500,000 $10,000,000 $5,000,000 $ 8,200,000 $ 9,887,500 jnore than 8 per cent at most can be cifi 
Excess Profits Taxes............... (Four-year average net—$7,675,000) = 1,106,250 oalized on Government plane busi- aln 
Net efter All Texes.............. $7,500,000 $10,000,000 $5,000,000 $ 8,200,000 $ 8,781,250 Ness, and one concern in the indus- ( 
try believes it would be fortunate inj 
Stable Company to clear 4 to 41% per cent under the yes 
Net before Federal income Taxes... $10,000,000 $10,500,000 hew set-up. The reason that the eve 
Federal Income Taxes.......... ; 1,800,000 2,194,500 » . 
= full allowable margin cannot be du: 
Net before Excess Profits Taxes... $8,000,000 $8,500,000 $7,500,000 $ 8,200,000 $ 8,305,500 realized is that many expenditures. the 
Excess Profits Taxes.............. (Four-year average net—$8,050,000) 127,500 such as Federal and state taxes, ad- ’ 
Net after All Taxes... $8,000,000 $8,500,000 $7,500,000 $ #,200,000 $ 8,178,000 V¢rtising and selling expenses, cost ve 
of borrowed working capital and me 
Growth Company losses on development and research thi 
Net before Federal Income Taxes. . $10,000,000 $12,000,000 work, are not eligible for inclusion pri 
Federal Income Taxes.......... 1,800,000 2,508,000 = in determining costs under Federal era 
Net before Excess Profits Taxes... $5,000,000 $7,000,000 $6,000,000 $ 8,200,000 $ 9,492,000 Contracts. The effects of the lower ie 
Excess Profits Taxes.............. (Four-year average net—$6,550,000) 1,471,000 profit limits will not show up in air- pW 
———— craft earnings for some time to come ind 
Net After All Taxes............. $5,000,000 $7,000,000 $6,000,000 $ 8,200,000 $ 8,021,000 since most companies are now oc- onl 
(Please turn to page 439) to 
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James Sawders from Cushing 





Air view of Pittsburgh's shopping center, "The Golden Triangle." 


Retail Securities In Profits Test 


Not Lower Sales or Inventory Problems, But Lower 


Profit Margins Are the Major Uncertainties Now 


O: course we are not at war but BY JESSE 
the rest of the world is and with 

our determination to be in a_posi- 

tion to fight a war if we must, many 

of the conditions which prevail in an economy designed 
for war purposes must be considered in attempting to 
evaluate the prospects of any industry and, more spe- 
cifically, the distribution industry which concerns itself 
almost solely with goods of varying perishability. 

Our most complete records of what might be expected 
in a war economy come to us from our experiences in the 
years 1914 to 1918, but our methods of distribution and 
even the articles themselves have changed so radically 
during the intervening years that an analogy between 
then and now is not all revealing. 

Take for instance the types of merchandise now sold 
and the articles then available as well as the sales 
methods employed. Back in 1918 the only one of the 
three major articles sold at retail for the highest unit 
price was the automobile. There were no electric refrig- 
erators, radios or automatic heating and cooling systems 
in existence and even the automobile was an article 
purchased by only a few well-to-do or downright rich 
individuals. Installment sales were conveniences for 
only the very poor and there was a social stigma attached 
to purchases made in such a manner. Chain stores were 
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J. HIPPLE in existence but they served only 
the poorer sections of the country 
with cheap merchandise while mail- 
order sales were mostly for the 
benefit of inhabitants of the deep rural areas where price 
was of paramount importance and style—if any—was 
subservient to utility value. Mail order catalogues were 
more valued for their material than their contents. 

During the last war, the strain upon the distribut- 
ing end of our economy did not become fully apparent 
until after our entry into the affair in April, 1917, and 
then, with every national energy concentrated upon 
preparations, retail trade began to feel the full effects of 
the situation. It will be recalled that prices rose sharply: 
in fact, so much so that selling prices were unable to 
keep up with costs and profit margins faded. According 
to the Bureau of Labor Statistics. prices of all retailed 
materials almost doubled during the period from August, 
1914, to November, 1918, and luxuries such as woolen 
garments, silks, felts and even leathers reached the final 
consumer with a mark-up of many times this average 
amount during the last year of the war. 

Operating expenses also rose sharply for the National 
Defense Council did not consider retail trade as a neces- 
sary occupation with the result that there was little 
exemption of male employees while high rates of activities 
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probable increase in available work and somewhat better 
wages expected to attend the rise in industrial activity. 

Of the entire merchandising industry it is likely that 
the so-called mail-order houses will make the best show- 
ing this year despite the fact that catalogue prices are 
relatively inflexible inasmuch as they are changed but 
twice a year. The mail-order part of these companies’ 
distributing system is becoming of less importance as 
more and more sales are made through the various urban 
stores owned by the two largest mail-order houses. Even 
with the estimated break-down of Sears and Mont- 
gomery Ward sales showing about 60 per cent coming 
from urban stores and 40 per cent from mail-orders, the 
proportion of urban sales is further increased by the fact 
that much of the mail-order business originates in cities 
and towns that are not close to the numerous stores of 
these two leading retailers. An innovation that will add 
further to the proportion of urban business is the “cata- 
logue” stores which carry a very small stock of a few 
staple articles but accept orders for anything which 
appears in the catalogue. 


Rural Sales Important 


It is not meant to infer that rural sales are no longer 
of importance to the mail-order houses, for they are; 
but the attempt is to show that with the prospects 
of strongly increased urban employment in the nearer 
term, the mail-order houses will benefit strongly from 
this improvement while at the same time securing full 
benefits from whatever gains that may accrue to the 
agricultural workers. Increasing sales volumes through 
expanded outlets as well as improved buying power 
should serve to increase the mail-order houses’ net 
income despite the probable 
narrowing of profit margins. 

On the other hand, many 
variety chain systems such as 
Woolworth, Kresge and the like 
are not likely to experience a 
sharp increase in the volume of 
sales nor is it likely that net 
profits will expand. Intense com- 
petition in this branch of the 
retail) merchandising industry 
has long since enforced the most 
rigid of economies and with the 
resulting low prices for good 
merchandise, consumers have 
been prone to buy as much as 
possible in these types of stores. 
Sales are probably close to sat- 
uration from a tonnage stand- 
point although there will prob- 
ably be some increase in the 
dollar volume of sales during 
coming months. Because of the 
necessity of maintaining reason- 
ably good quality and the rela- 
tive inflexibility of selling prices, 
profit margins are likely to de- 
cline. While there will not be 
any great decline in net income 
reported, somewhat lower earn- 
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ings per share than in 1939 can be expected. Special 
circumstances such as Woolworth’s foreign situation may 
accentuate individual cases and, on the whole, the out- 
look for variety chains is relatively uninspiring. 

The prospects of the food chains are improved by sev- 
eral recent developments. With the large surplus of 
foodstuffs in this country there is not likely to be any 
sharp increase in the prices of staples for at least the 
next six months or so. Meats are in ample supply and 
prices still reasonable, the 1940 vegetable and fruit packs 
promise to be abundant and the consumer is becoming 
increasingly able to purchase small luxuries that afford 
a slightly better margin of profit than do the more 
necessitous articles. Higher efficiency in distributing, the 
concentrating of sales in “super-markets” and the conse- 
quent closing of the small and not so profitable neighbor- 
hood units have all combined to make it possible to 
further decrease selling prices and increase tonnage sales 
without sacrificing profit margins. The recent trend 
toward persecution of the chain stores for political pur- 
poses has abated mainly because of the unfavorable 
public reaction to the persecution and as a result much 
of the punitive taxation measures proposed by Represen- 
tative Patman and his followers will die in committee. 
Since the current political campaign involves much more 
basic and real issues, the drive against the chain store 
is likely to fold up for lack of interest and political value. 
Taxes on earnings and for social security purposes will 
continue to bear heavily upon the chain grocers whose 
profit margins are thin at best, but the increase in dollar 
volume will probably offset the additional tax imposts 
and leave a somewhat larger amount for the common 
stock holders than was available last year. Although 
such earnings will not be 


(Please turn to page 440) 








Rural centers such as above will be among the last to feel the benefits of war spending. 
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Auto Industry? 


Motor Makers Are Ready 
with Plants and Personnel 
to Turn Out Engines—if 
Necessary Planes — In 
Tremendous Quantities 


BY STANLEY DEVLIN 


= this spring the automobile manufacturers did 
a rather curious thing. In the face of widespread doubts 
about the future level of prosperity and purchasing 
power, at a time when the business activity indexes had 
been declining noticeably, they went ahead and produced 
cars as if the demand could never be satisfied. It looked 
like a gamble on a strong resurgence of public buying, 
or possibly like a rush to build up inventories of finished 
‘ars before labor trouble could interfere or raise costs 
inordinately. At any rate, the result was to build up 
stocks of unsold cars to record heights, even though 
dealers were moving them out of their hands at a pace 
much faster than a year ago. 

The entirely good and sufficient reason is now appar- 
ent. By luck or by plan, the motor makers are now in 
position to slam into the problems of national armament 
with a large proportion of their productive resources. 
If necessary, automobiles could be relegated to a by- 
product division for months while executive, research 
and mechanical facilities were devoted entirely to war 
and defense needs. 

A good part of the industry’s contribution to the arms 
program will be in mechanizing the army and in supply- 
ing motive power for other purposes. But among the 
most significant of all recent discoveries (not entirely 
unanticipated) is the ability of the automobile manufac- 
turers to turn immediately to the production of airplane 
engines, parts, and if necessary complete flying units. 
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Ford highlighted this ability by stating it in terms 
that took away the public’s breath. When he said he 
could turn out a thousand planes a day the offer was 
qualified in several important ways. The planes must be 
standardized, they must be simplified, and models must 
not change frequently, as they have always done. It will 
be remembered that Henry Ford succeeded in turning 
out even small ships on a mass production basis during 
the last war. There is no reason at all to doubt that 
he could make good on his recent promise. 

Whether the United States will come to the idea of 
simple, cheap, standardized planes is a doubtful matter. 
Such a trend is at least not yet past the talking stage. 
The Government offered Ford a contract to build 3,000 
Rolls Royce Merlin engines, along with 6,000 for the 
British. These engines are of superb quality, eminently 
dependable and efficient, superlatively expensive in 
terms of craftsmanship. They might be classed as 
luxuries in warfare, where a plane seldom lives long 
enough to wear out its engine. Their construction rejects 
the example set by the Germans, who conceive of air- 
craft as bomb and gun carriers rather than demonstra- 
tions of mechanical genius. 

Regardless of the wisdom, however, this order was 
offered to Ford—and he turned it down. His reason was 
that iL iacluded production for a foreign belligerent, and 
since he disapproved of war he could not accept the 
assignment for England. On the other hand, although 
he was willing to make the 3,000 engines for the United 
States, the reduction in quantity would have made tool- 
ing prohibitive in cost and it would have been grossly 
unfair to exclude the English who were supplying their 
best engine for copying. 

Since then Packard has prepared to accept the order, 
approximately in its original form—3,000 engines for the 
United States and 6,000 for Great Britain, with the cost 
understood to be somewhere in the neighborhood of 
$15,000 apiece. That single piece of business amounts to 
$135,000,000 to $150,000,000, which is big money even 
for the automobile industry. If Packard were to turn 
the lower figure into an 8 per cent profit, as the new tax 
bill allows Government suppliers, it would add $10,800.- 
000 to earnings. The company is outstanding for its 
heavy common stock capitalization, with 15,000,000 
shares, but even so it would net 72 cents a share aside 
from its regular line of business. Last year Packard 
carned 4 cents a share on its stock and the year before 
it lost money. The importance of such an order as the 
one recently awarded needs no further emphasis. 


Experience in Last War 


It will take perhaps eight or ten months before these 
engines actually reach the production stage, after all 
tools and other facilities have been arranged. But Pack- 
ard—and a number of other companies—will be consid- 
erably more than automobile manufacturers by this time 
next year, if nothing stops the armament program. In 
the last war Packard made Liberty motors, and several 
divisions of General Motors were at work on the same 
project. In this war, whether or not it finally involves 
the United States, they will be concerned fully as directly. 

General Motors, of course, has been pointing for years 
toward some such eventuality as this. Perhaps not with 
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any idea that it would be a question of desperately 
needed national defense, the company through its Allison 
division has been setting up the facilities for producing 
one of the few in-line aircraft engines made in this 
country. Even now the output is small, but visitors to 
the World’s Fair who see the engine can easily realize 
why these things take time. It is one of the biggest 
flying power plants ever turned out, and like Pratt & 
Whitney’s and Wright Aeronautical’s, it involves the 
production of thousands of highly complicated parts. 

Chrysler has the same potentialities, as far as engines 
are concerned, as Ford or General Motors or Packard. 
In the last war its predecessor company was an impor- 
tant part of the arms program, and in this one it could 
well be even more so, in addition to the trucks it is 
already building for the Army. No particular wrench 
would be experienced in turning part of its facilities over 
to aircraft engine production. 

The difficulty for any motor manufacturer in shifting 
to aircraft engines lies in personnel. It can be appre- 
ciated how vital are the men who turn out the accurately 
machined parts of the engines. Compared to this the 
question of floor space is minor. As one man in the 
industry said, “We could put up tents in the field and 
turn out the stuff if necessary.” But that will hardly be 
necessary; the automobile industry has never approached 
its full capacity, even in a year like 1929. More pressing 
than the need for space is that for executives who can 












One of the latest type Allison 
liquid cooled motors on exhibit 
at the N. Y. World's Fair shown 
in comparison with a_ liquid 
cooled aircraft engine built in 
1910. In the inset is a Curtiss 
YP-37 high speed pursuit plane 
powered with an Allison V-12 
Air Corps type engine. A num- 
ber of these are being used by 
the U. S. Army Air Corps. 
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handle the additional problems which are bound to arise 
as motors take to the air. 

Some of the smaller automobile manufacturers have 
taken to the work of producing trucks and other equip- 
ment for the Army and will presumably not be in the 
market for plane business. The accessory makers, how- 
ever, are devoting more and more of their time to parts 
for the aviation units. To consider only one minor part 
of a plane, the landing gear has a great many of the 
characteristics and parts of an automobile. Carbu- 
retors, pumps, gears and hundreds of other parts can be 
and are made by the automobile accessory companies. 

When a greater part of the engine business shifts its 
scene of operations to Detroit and its vicinity, some of 
the economy and efficiency characteristic of the auto- 
mobile industry will be attained. Accessory and _ tool 
companies are able to supply this area with greater ease 
and speed, while a position in the interior of the country 
will certainly be no mean improvement from the stand- 
point of national defense. 

The bottleneck in aviation is engine production and 
the solution at hand is the automobile industry. When 
the United States reaches the point of turning out 
50,000 planes a year there will be a need for at least 
100,000 engines annually and probably considerably 
more. Most military planes are powered with two 
engines, the big bombers with four. In addition to that, 
active use in training will wear out engines faster than 
other parts of the plane and there will presumably be a 
greater use of power plant replacements. 

The rate of engine production is estimated at about 
2,000 a month now, which represents a tremendous gain 
over the recent past. Military planes are being turned 
out at the rate of approximately 500 a month. When 
the motor industry really gets into its stride—perhaps a 
year from now—it could easily double present rates of 


engine production. If the (Please turn to page 432) 
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Union Carbide Spreads Its Gains 


Still Keyed to Heavy Industry but 
Moving Ever Closer to Consumer 


A: THE peak of preparation for the last war, in Novem- 
ber, 1917, the Union Carbide & Carbon Corp. was formed 
as a combination of several well-established firms. Now 
as the country enters another drive to bring its defensive 
equipment up to par, Union Carbide reaches a point in 
the vague cycle of war and peace which corresponds with 
its beginnings. Though not a war baby in any sense of 
the phrase, the company is so definitely tied to heavy 
industry that this phase of a possible armament boom 
has even more significance for it than that of twenty- 
three years ago. 

The years have been generous with Union Carbide 
and its stockholders. Starting with 1917, none has gone 
by without dividend payments and the total of these 
disbursements through the end of 1939 comes to $345,- 
492,656. Dividends last year were only 12 per cent less 
than those paid in 1929, which was, of course, the peak 
for the company up to that time. Meanwhile, the prod- 
ucts which comprised its total business when the enter- 
prise took its present form have been pushed to one 


_ through advertising and other means. 


BY GEORGE W. MATHIS 


side by new products until they make up considerably 
less than half its current earning power. 

Along with the steady development of new products 
and the equally steady diversification of consuming 
industries has come a trend in Union Carbide which is 
also characteristic of its big competitor—du Pont. More 
and more the two companies have stressed the products 
which go to the ultimate consumer. This involves con- 
siderably more work and worry, it means setting up 
sales forces and promoting contacts with the public 
The reward it 
brings, however, is an important one. When the advan- 
tages of a position keyed to heavy industry can be 
supplemented by the stability of consumers’ goods lines, 
the nearly ideal combination is achieved. In Union 
Carbide’s case, there is every reason to expect the trend 
toward a combination of this sort to continue if the 
management can possibly maintain it. 

“Eveready” products have long been among those 
advertised and sold to the public. The same distribution 

system is used to market “Prestone” anti- 





MILLION DOLLARS 











freeze, which has grown into an important 
item in the company’s income. Now there 
has been developed another, cheaper anti- 
freeze, to be called “Trek,” sold through 
the same distribution channels and to reach 
the market next winter. The difference be- 
tween the two products is that the newer 
one is a volatile liquid which will boil away 
if the engine becomes over-heated. It is 
aimed at broadening still further the market 
for Union Carbide products, using the out- 
put of another division of the company and 
increasing volume without a corresponding 
jump in distribution costs and overhead. 
The “Eveready” division also came out 
last year with a mosquito repellent called 
“Sta-Way” and according to the company 
this has had remarkable success. No one 
expects that “Sta-Way” is going to develop 
into one of the major branches of the com- 
pany’s business, but it plays a part in the 
trend to the consumer. These indications are 
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important in an enterprise which numbers 
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such industries as steel and rail equipment among its 
largest customers. 

Two of the four main divisions are tied directly 
to the heavy industries. These are the Alloys and 
Metals Division and the Calcium Carbide and Gases 
Division. Among the products sold by Union Carbide 
are calcium, chromium, columbium, manganese, silicon, 
tungsten, vanadium and zirconium. Alone and in prac- 
tically endless combinations with each other, these 
materials add special qualities to the steels with which 
they are used. Union Carbide is not a steel producer, 
but it is deep in the end of the business growing most 
rapidly—special steels, including stainless. 

The company has pointed out that although total 
steel production in the United States last vear was not 
as large as that of either 1937 or 1929, “the consumption 
of ferro-alloys by the steel industry exceeded that of 
any prior year, particularly in stainless steel—a steel of 





Courtesy Republic Steel 
Charging a blast furnace with alloys. 


high alloy content—and in low-alloy steels.” Even non- 
ferrous metals such as aluminum and copper are given 
new and desirable qualities by the addition of chromi- 
um, manganese and silicon. Activities of this division 
require tremendous amounts of electric power, which 
the company generates both by steam and by water 
power. One of its newest plants is near Sheffield, Ala- 
bama, where T V A power is bought under a long-term 
contract. 

The need for power drew Union Carbide into Norway, 
where alloys and carbide products were turned out by 
two plants. There is also a small electrode finishing 
plant in Sweden and a number of plants in England, 
France and Italy, “important but not large,” in the 
company’s words. In addition there are factories mak- 
ing batteries, flashlights and related lines in the Argen- 
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tine, Australia, China, India, Java, Mexico, New Zea- 
land, and South Africa. Present world conditions cause 
considerable worry over what will happen to some of 
these plants, those in Norway especially. 

While it is unlikely that the Norwegian factories will 
be destroyed, except possibly through an accident of war, 
earnings of those plants under Nazi control are tem- 
porarily as good as lost. Last year there was an adjust- 
ment of $1,483,461 to cover declines in the dollar values 
of net current assets carried abroad in foreign currencies. 
This year some of Carbide’s foreign plants will be com- 
pletely out of the earnings picture, at least so far as 
actually getting any profits is concerned. It is impossi- 
ble to say how much this might mean to the company 
in precise figures, but neither in book value nor in profit 
contributions are the foreign plants of front rank 
importance. Losing them would hurt, but it would 
by no means cripple the business or interfere with 
the long record of growth. 

More than offsetting the 
handicap of foreign plants in 
times like the present is the 
possibility that domestic arms 
orders will continue to boom the 
steel industry and others such 
as rail equipment and_ ship 
building. Carbide does not pro- 
duce munitions, but probably 
could if called upon and in any 
event will play a big part in the 
war effort because of its diversi- 
fied list of customers who will 
receive direct war orders. In 
addition to the vital alloying 
metals, the company is a leader 
in the production of industrial 
gases, cutting and welding ma- 
chines and materials, and liquid 
oxygen. Among its develop- 
ments is the “Unionmelt” auto- 
matic electric welding process 
which steps up speed and effi- 
ciency in welding. Ship build- 
ing, rail equipment, automobile 
and engine production, and a 
long list of other steel-using in- 
dustries find “Unionmelt” a ne- 
cessity in their work, along with 
other cutting and welding equipment sold by the 
company. 

Some of Carbide’s raw materials are as available as 
air, but many others are a problem in themselves. Only 
within the last month it has been announced that a 
new plant will be built in Texas City, Texas, to take 
advantage of the refinery gases of the Pan-American 
Refining Co. The plant is to be located on a tract of 
200 acres adjacent both to the source of raw materials 
and to shipping facilities. Products will come under the 
classification of synthetic organic chemicals. 

Other materials such as vanadium and tungsten come 
from the company’s own mines, although many must 
be bought in the United States or abroad. It is not 
generally appreciated that Union Carbide is one of 
the large mining enterprises of the countrv—large in 
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the importance of its output rather than in the tonnage. 
Should supplies of tungsten from the Orient be cut 
off, Carbide’s California mine would assume great stra- 
tegic value. 

Tungsten is one of the strategic materials listed by the 
Government as vital to defense preparations yet not 
available in this country in sufficient quantities to make 
us independent of the rest of the world. The growing 
importance of the metal has caused wide searches for 
it, with some deposits having recently been discovered 
in Africa. Union Carbide has concentrated on research 
into methods of processing tungsten ore with the result 
that domestic deposits are now available on a commer- 
cial basis and should be of increasing aid to the United 
States in its program of reducing dependence on foreign 
countries for its strategic materials. 

Not only tungsten but the other alloying metals in 
which the company centers a large part of its efforts will 
prove vital advantages in the armament program now 
getting under way. And they will prove advantages not 
only to the United States but to Union Carbide as well, 
since the firm has stakes in the processes of their use in 
addition to its interest in their production. Over the 
next few months an active steel industry should prove 
exceptionally helpful to Carbide. 

The Synthetic Organic Chemical Division is the most 
interesting of all the company’s parts, and may easily 
become the keystone of the whole enterprise if new 
developments continue at their rate of the past. Over 
a hundred new synthetic organic chemicals have been 
developed and put on a commercial basis during the 
last few years and more are appearing all the time. The 
range of products covers alcohols, glycols, aldehydes, 
ketones, acids, anhydrides, amines, esters, resins and a 
number of others. All manufacturers using cellulose 
acetate—rayon and plastics in particular—are potential 
customers. 

Union Carbide has itself developed “Vinyon” syn- 
thetic resin yarn, the uses for which are growing rapidly. 
The vinyl plastic used in the new safety automobile glass 
is a product of the same division. 





Courtesy Curtiss-Wright 


The use of light weight steels in the manufacture of modern war planes has been materially 
aided by Union Carbide's development of spot welding equipment. 
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Following its policy of integration toward the con- 
sumer, Union Carbide last year acquired all the busi- 
ness of Bakelite Corporation in exchange for 187,500 
shares of its own stock. Bakelite is a well-known name 
in the plastic manufacturing field and the position of 
Carbide in supplying the raw materials for these plastics 
has been greatly strengthened by the purchase. 

Over 400 United States and foreign patents were 
granted to Carbide last year and research goes on con- 
stantly to continue this process of development. Yet the 
conservative balance sheet shows only an item of $1 for 
patents, trade-marks and goodwill. Cash at the end of 
1939 amounted to $48,736,000, total current assets to 
$133,387,000 and current liabilities to $22,562,000. Sub- 
stantial increases occurred in both cash and receivables 
during the year, while inventories moved lower. 

An issue of $40,000,000 in 3 per cent debentures due in 
1953 precedes the 9,277,788 shares of stock outstanding. 
Earnings and dividends on this stock have been remark- 
ably steady, with 1932 the only poor recent year, when 
98 cents per share was earned and $1.40 was paid out in 
dividends. The following year, 1933, marked the low 
point in dividends—$1.00 per share—although profits 
had already turned upward again. 


Earnings Equal 1939 Level 


Substantiating the company’s claims to investment 
attention is the fact that last year’s earnings were ap- 
proximately the equal of those of 1929—$3.86 against 
$3.94 a decade ago—despite the late start heavy industry 
had. Over the eleven years just ended Carbide has aver- 
aged $2.49 per share annually and has not fallen below 
that average since 1934. At its current price of about 
69, the stock sells at 18 times last year’s earnings, 28 
times the eleven-year average. Although almost twenty 
points under its high for the year, the issue is not cheap in 
relation to earnings. However, the current year has had 
a good start and has registered substantial gains over the 
same periods of 1939. In the first quarter Carbide 
showed profits of $1.13 a share against 58 cents, and the 
second quarter also made a 
favorable comparison. Divi- 
dends amounted to only $2 per 
share in 1939, but are now beine 
paid at the rate of 60 cents quar- 
terly and are more likely to be 
supplemented by an extra than 
to be cut in the immediate 
future. 

Over the last four years Union 
Carbide stock has fluctuated be- 
tween a high of 111 and a low of 
57. It is now well within the 
lowest third of this long term 
range. Considered purely in its 
relation to the market as a whole, 
the current price looks very at- 
tractive. 

The doubts that assail all 
investors today and apply to 
all stocks are not absent, but 
they are near their minimum in 
the case of Union Carbide. 
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The War and Cerro de Pasco 


Events in Europe Bring Rapid Changes in Outlook 


BY EDWIN 


A, the outbreak of the European war investors felt 
considerable concern as to the possibilities of Cerro de 
Pasco, one of the largest of the foreign copper produc- 
ers controlled by American interests. The initial concern 
was over the ability of Cerro de Pasco to ship to Europe 
and to a lesser extent, the fear that the Allies would 
attempt to satisfy all of their copper needs through 
Empire sources. While shipments to Germany direct 
ceased, they were in considerable measure taken up by 
Germany’s axis partner Italy and in addition, both Eng- 
land and France later purchased considerable copper 
from other than Empire sources. Of course, Cerro de 
Pasco, as one of the largest of the world copper produc- 
ers, received its proportionate share of the business and, 
since the blockade was not quite as effective as had 
been anticipated, shipments to the Allies and neutral 
governments went on apace until fairly recently. 

The fact that the United States has a healthy tariff 
barrier against foreign copper has made it necessary for 
Cerro de Pasco to ship most of its copper to Europe and 
other foreign nations. Nevertheless, the prospects were 
relatively good earlier in this year, for the French goy- 
ernment indicated that it would not confine its purchase 
to British Empire producers and what was more im- 
portant, proved it by placing orders for 336,000,000 
pounds of copper at a reputed cost of $42,000,000. What 
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negotiating but unless she accepts the French commit- 
ment it is probable that the copper producers will be 
forced to market their metal elsewhere—and not many 
unblockaded buyers remain. 

Despite the dark prospects for European exports all 
is not as yet lost to such low cost producers as Cerro de 
Pasco. If Europe has been cut off as a customer for 
South American copper it has also been eliminated as 
a supplier of fabricated copper to the South American 
countries as well as the remaining neutral countries still 
able to carry on commerce and other business. Japan 
has been an avid consumer of copper for industrial and 
military use and Russia continues in the market as well. 
While it is not as yet likely that United States consump- 
tion will exceed domestic production capacity for the 
present, there is always the possibility that American 
copper prices will go up sufficiently to permit Cerro de 
Pasco and similar low cost foreign producers to hurdle 
the 4 cent tariff barrier and compete with domestic metal 
to the ultimate benefit of the consumer. 

The prospects of the South American producers are also 
enhanced by the fact that African production will be- 
come of less importance as high shipping costs, rising 
insurance rates, the scarcity of neutral ships and the 
activities of the belligerents at sea all combine to add 
substantially to the delivered (Please turn to page 439) 





part of this order went to Cerro de Pasco 
has not been disclosed but it is believed to 








have been substantial. France later supple- 
mented this order with another for 168,000,- 
000 pounds of copper to cost about $18,900,- 
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000 with the recipients of the first commit- 
ment. While a good part of the first order 
was shipped and no doubt paid for, the last 
order was for delivery in three equal instal- 
ments in June, July and August. The turn 
of events since the time of the placing of 
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the last order has automatically cancelied 
the order although production to meet it 
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has been under way since early in April. 
Now with England being attacked on her 





home grounds and the French production 
facilities in German hands there is no cer- 
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Ally. England, however, is said still to be 
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Who Will Make the Money 


im Reeord Diesel Year? 


So Far Mostly Tractor Makers, But Marine and 


Small 


Engine Manufacturers 


Show Promise 


BY RICHARD COLSTON 


: has been slow to recognize the economies of 
operation offered by the Diesel engine until comparatively 
recently, but in characteristic American fashion such 
recognition has now been granted and Diesel sales— 
mostly in terms of horse-power—have reached new high 
levels and are pointing sharply upward. 

One of the main factors that has prevented earlier 
adoption of the Diesel engine as a major source of both 
automotive and stationary power has been the fact that 
gasoline engines have been much cheaper to purchase 
and operate in this country than abroad. Other reasons 
have been the formerly large weight of an engine in rela- 
tion to its power, former inflexibility in matters of speed 
and the fact that a Diesel could do nothing that steam 
or gasoline engines could not do in spite of the fact that 





A typical marine motor which is finding increasing use as a power source for 
both naval and commercial small craft. 
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the Diesel did the work somewhat more economically 
when it came to more efficient utilization of the heat 
units in the fuel employed. 

Constant research has reduced the weight per-horse- 
power of the Diesel engine from approximately 500 
pounds to 1 horse-power of the oldest machines to but 
slightly more than the ratio of the heavy duty gasoline 
engines now in service. Added to this is the fact that 
the Diesel employs about 32 per cent of the heat energy 
of the oil burned as compared with slightly more than 
20 per cent for the gasoline engine and approximately 
half of that for steam. In other words, a Diesel—pro- 
perly designed and in good working order—will give its 
rated horse-power on approximately two-thirds of the 
number of gallons of fuel that would be required to 
obtain a similar amount of power from 
a gasoline burning engine. A further 
economy in stationary operation is that 
much of the heat not utilized by the 
engine in generating power direct is now 
retained for useful purposes other than 
power through heat exchangers which 
have been adapted to heat plants and 
factories, provide heated water for in- 
dustrial purposes or to provide heat 
needed in various manufacturing proc- 
esses. This permits double utilization of 
fuel, something not quite so easily ac- 
complished when gasoline engines or 
steam furnishes the power. There are 
several other possible advantages which 
are helping Diesels to obtain their war- 
ranted position as sources of energy and 
these include stamina, freedom from fre- 
quent stoppage for repairs, relatively tax 
free fuel, not taxed in most states if not 
used for locomotion, and reduced fire 
hazards due to the relative non-inflam- 
mability of Diesel fuel oil as compared 
with gasoline. 
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According to Diesel Power, the accepted authority on 
Diesel statistics, Diesel sales in the United States in 
1939 reached a new high mark of 2,144,000 horse-power 
and thus resumed the sharp uptrend in sales which 
started in 1932 but was interrupted briefly in 1938. 
Last year’s sales were but slightly more than 7 per 
cent above the previous peak of 2,000,000 horse-power 
established in 1937, but they were at least 53 per cent 
greater than in 1938 and were almost 400 per cent greater 
than in 1929. There is little doubt that the uptrend of 
horse-power sales will continue and, stimulated by addi- 
tional orders emanating from the demand for military 
equipment, should pass the 2,500,000 mark this year. 

While the demand for Diesel engines will increase as 
a whole, the gains will be far from general. As in the 
past, most of the orders—possibly more than 50 per 
cent—should accrue to the tractor manufacturers, for 
their particular product has a variety of military and 
industrial uses, as well as the more popularly known use 
for agricultural operations. All military tanks above the 
small “whippet” types are equipped with Diesel engines 
ranging in horse-power from approximately 200 hp. to 
500 hp. Motive power for heavy gun movement, ground 
maneuvering of airplanes at flying fields, construction of 
military roads and other works as well as sources of elec- 
trical energy in the field and for emergencies all come 
within the province of Diesel transported or powered 
equipment. 


Caterpillar Tractor Leads 


The leading maker of tractor Diesels in this country is 
Caterpillar Tractor Company, whose line of engines runs 
from the smallest up to approximately 500 hp. In com- 
mon with the majority of the large Diesel builders, 
Caterpillar Tractor builds the engines as an adjunct to 
its other business, and as such is not solely dependent 
upon the fortunes of the Diesel industry alone for its 
corporate prosperity. Nevertheless, in this particular 
case Caterpillar makes the other equipment for which 
the Diesel furnishes the power and is thus in a position 
to reap double benefits. Of course, Caterpillar also sells 
its engines to other industries, and therefore has a stake 
in the possibilities of the truck builders, the railroads 
and the smaller shipbuilders as well. 

While Fairbanks, Morse & Co. ranks’ behind 
Caterpillar Tractor in the point of output of Diesel 
engines, it is the largest manufacturer of the heavy type 
of engine used for marine and other large installations. 
Approximately 25 per cent of Fairbanks, Morse’s income 
is derived from the sale of its Diesel products and, in 
addition, the company makes many kinds of equipment 
which derives its operating power from the company’s 
own Diesel engines. In addition to its capacity to pro- 
duce Diesels in every range of power, Fairbanks, Morse 
is well equipped to manufacture other war materials. 

International Harvester also makes Diesel engines, but 
these machines are built for higher speeds and range as 
high as 100 hp. in power. International Harvester’s 
engines are suitable mostly for lighter tractors, farm 
machinery and some industrial uses. Since Diesel oper- 
ated farm equipment is not economical unless utilized 
almost constantly as on very large farms, Harvester 
sells Diesel powered equipment because some of its cus- 
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Larger Diesel Manufacturers and Their 
Products 

















Type, Speed and Power 


Buda ean heen .. «4 cycle—medium to high speed up to 500 hp. 
Caterpillar Tractor....... 4 cycle—medium to high speed up to 500 hp. 
Chicago Pneumatic Tool. .4 cycle—high speed from 100 to 1,000 hp. 
Fairbanks, Morse _.2 and 4 cycle— in all but highest speed, all 


powers, 
General Motors.......... 2 cycle—in all but lowest speed, all powers. 
Ingersoll Rand........... 4 cycle—medium speed, 100 to 500 hp. 
International Harvester 4 cycle—medium to high speed up to 100 hp. 
Mack International. ..... 4 cycle—high speed, 100 to 500 hp. 
National Superior........ 2 and 4 cycle—all speeds and all powers. 
Waukesha Motor......... 4 cycle—medium to high speed up to 500 hp. 
Worthington Pump....... 4 cycle—low to medium speed, all powers. 


Source—''Diesei Power'’ and Standard Statistics. 





tomers demand such machines rather than through un- 
alloyed choice. However, small Diesels have a growing 
place in the market and International Harvester will 
have ample opportunity to increase sales. 

Ingersoll Rand, with a medium speed Diesel engine 
ranging in power from 100 to about 500 hp. is mostly 
interested in industrial sales in conjunction with its well- 
known line of pneumatic tools, oil well equipment, com- 
pressors, etc. Coupled with the unquestioned increase 
in demand for Ingersoll Rand’s machines and tools, the 
company’s Diesel sales should follow the general trend. 
Worthington Pump, with a somewhat wider line of 
Diesels than Ingersoll Rand should also do somewhat 
better in its Diesel department this year, although the 
fact that Worthington’s Diesel engines are built to oper- 
ate at low speeds—for heavy industrial purposes—will 
prevent the company from (Please turn to page 438) 
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To What Extent? 


BY ROGER CARLESON 


= quite recently few of us, if any, questioned the 
solidity and security of the British Empire. We took it 
for granted that the phrase “Strong as the Rock of 
Gibraltar” had a significance going far beyond this single 
fortress. The very word “Gibraltar” for generations had 
been a synonym for impregnability. 

Now for the first time in many centuries England 
herself—heart of the Empire—is facing the threat of 
invasion by the most powerful and ruthless forces ever 
to confront her. As compared to the human and social 
values at stake, it is of minor importance to the world 
that a great American corporation—the F. W. Wool- 
worth Co.—has a very large financial stake in the out- 
come of this bloody business, but it cannot be of minor 
importance to some 64,000 investors who own shares of 
this company. 

Woolworth itself has for decades been something of a 
commercial “Gibraltar.” The familiar red fronts of the 
erstwhile 5-and-10 stores—now 5-cent to $1 stores—are 
known to countless millions. The 60-year rise of this 
business has been one of the great success stories of 
American enterprise. A fabulous family fortune was 
built on it and during the many years since the investing 
public was “let in,” through listing of the shares on the 
New York Stock Exchange, it has been a consistent 
earner of profits and a steady and generous payer of 
dividends. During the past ten years alone this com- 
pany has distributed a total of more than $250,000,000 
on the capital stock. Over the same period, reflecting 
the broad investment popularity of the issue, the num- 
ber of individual shareholders has more than doubled, 
reaching another new high last year. 

Unfortunately, we face a fast-changing world today, 
and the security of Woolworth—like that of England— 
is no longer assured. For some time shareholders have 
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War Threatens Woolworth 











British Combine Photos, Ltd. 


known in a general way that the war represented some 
degree of potential threat to Woolworth because it 
operates 759 stores in the British Isles, as well as 82 in 
Germany. But the threat was not taken as urgent 
because the hopeful consensus was that the Allies 
eventually would win a slow war of blockade. 

The picture changed radically for the worse on May 10 
when the German armies swept into Holland and Bel- 
gium. It has now grown much more bleak, with France 
conquered, Great Britain fighting alone, England under 
increasing siege. The threat to Woolworth’s interests is 
now actual and near-term, instead of potential and long- 
term. Yet, unfortunately, what this threat may mean 
in dollars and cents is utterly beyond any rational fore- 
cast. It may be little or nothing, it may be much— 
depending on the course of the war and, if Germany wins 
a complete victory, upon the character of the peace. 


Dividends from England 


Last year just under 30 per cent of Woolworth’s entire 
net income was derived from dividends paid by its 
British subsidiary, while the year before it was just over 
30 per cent. This income is subject to two variables: 
first, the earnings and dividends of the British sub- 
sidiary—which are stated, of course, in sterling—are 
variable and, while their recent trend has been mod- 
erately favorable, their future status is unpredictable: 
second, the dollar value of these sterling dividends is 
variable, due to fluctuations in sterling exchange. In 
Woolworth’s accounting, this income is stated at the 
dollar equivalent prevailing on payment dates. The 
dollar rate of sterling this year will almost surely average 
well under that of last year. Unless this decrease should 
be offset by a proportionate increase in total dividends 
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One of Woolworth's 759 English stores. 





declared, in sterling, by the British subsidiary, Wool- 
worth’s income from England in 1940 will be materially 
less than in 1939. 

As of the December 31, 1939, balance sheet, the com- 
pany’s investment in the British subsidiary was carried 
at $40,587,325 or some 17 per cent of total Woolworth 
assets—but with this value stated at average conversion 
rate of approximately $4.63 or much higher than the 
present dollar-sterling rate. At that time, however, the 
company’s holdings in F. W. Woolworth & Co., Ltd., 
had an open market value of $189,633,558 and, despite 
the subsequent additional deflation in English security 
prices, they still have a market valuation far in excess of 
the balance sheet figure. 

Woolworth’s investment in the German stores is car- 
ried on its balance sheet at $11,473,859, subject to 
reserve of $6,000,000. As it was permitted last vear to 
transfer only $117,335 of the dividends of the German 
enterprise, and only $36,958 in 1938, the adequacy of 
the $6,000,000 reserve is subject 


mately 16 per cent from former parity and, of course, 
earnings of this subsidiary are subject to the heavy war- 
tax schedules recently adopted by the Canadian Gov- 
ernment. 

In theory, Woolworth capital shares under normal 
conditions should fluctuate relatively little in market 
value. The dividend long has been neither more nor less 
than $2.40 a share per annum. Earnings, over the past 
seven vears have ranged between low of $2.95 per share 
and high of $3.42, averaging approximately $3.17 per 
share. Yet over this period the stock has ranged from a 
low of 251g in 1933 to high of 71 in 1936. Even in 1939, a 
year without major stock market excesses either way, the 
range was 50°4—36 or between extreme dividend vields 
of approximately 4.8 per cent and 7.2 per cent. 

On this vear’s decline Woolworth sold down from a 
high of 4214 to low of 30 and at present quotation around 
$2 it has shown scant rallying power. Figured on the 
basis of current price, the dividend yield is approxi- 
mately 7.5 per cent. It has been significantly larger 
than that only during relatively short intervals of 1932 
and 1933 when values were shaped by the prevailing 
depression psychology rather than by ordinary invest- 
ment considerations. 

Yet if Woolworth were not a sort of “investment 
habit” with many people, on the basis of seasoned record, 
the stock would probably be priced even lower than it is 
now on the potential threat to its important English hold- 
ings—for on the whole it is not yet as far out of line with 
other stable earners among merchandising stocks as 
might possibly be expected. 

For example, at current levels indicated probable divi- 
dend yields on various merchandising stocks are as 
follows: Kresge, 6 per cent; Penney, 6.2 per cent; Grant, 
6.1 per cent; G. C. Murphy, 5.3 per cent; Sears, Roebuck, 
6 per cent; H. L. Green, 9.2 per cent, and Melville Shoe, 
‘7.1 per cent. 

A brief comparative look at Murphy. operating in the 
same general field as Woolworth although with a total 
of only 202 stores, may be worth while. Unlike Wool- 
worth, this company apparently has not yet collided 
with the law of diminishing returns. Thus its sales per 
store reached a new all time high last year of $234,084, 
as compared with only $102,788 per store in 1929; and 
profits per store likewise made a new high at $16.375, 
compared with only $5,864 in 1929. Woolworth’s average 
sales per store last year—U. S., Canada and Cuba—were 
$157,763, against $166,053 in (Please turn to page 438) 
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plete write-off would, of course, 
leave Woolworth in the notably 
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English stores and the 1,864 in 
the United States, the chain of 
143 Woolworth stores in Canada 
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Airline's Airline 


Wall Street’s ancient gag about 
the flurry that occurred in Seaboard 
Airline shares following Lindbergh’s 
transatlantic flight is recalled with 
the road’s recent application to the 
C AA for a certificate of con- 


eight years, will shortly re-open on 
a 24-hour basis to produce castings 
for aircraft engines and fuselages. 
* * * Tndustrial building contract 
awards last month, totaling $51,- 
130,000, have been exceeded by only 
one other June (1937) in the past 


For Profit and Income 


decade. * * * Packard Motor Car, 
anticipating the 9,000 aircraft en- 
gine order from the American and 
British Governments that was pre- 
viously rejected by Ford, is prepared 
to spend $30,000,000 on plant equip- 
ment to handle the business. 





venience and necessity to op- 
erate air routes between Bos- 
ton and Miami and Bostonand 
New Orleans. If the enterprise 
is not forestalled by protests of 
Eastern Air Lines, which now 
enjoys a virtual monopoly on 
southern coastwise air traf- 
fic, the new service should go 
into operation some time next 
year. Seaboard is not the first 
railroad to be attracted to 
the field of air transport. The 
Boston & Maine and Maine 
Central jointly operate Boston 
& Maine Airways and the Kan- 
sas City-Southern has had an 
application before the CAA 
for some time for the opera- 
tion of an air route between 
Kansas City and New Or- 
leans. Seaboard’s venture isthe 
largest of its sort projected so 
far, however. Similar moves 
by other roads are not un- 
likely in the future and would 
correspond with the industry’s 
earlier expansion in the field 
of bus transportation. 


Signs of the Times 


New York Shipbuilding re- 
ports that it now has suffi- 
cient unfilled business on hand 





wnt 


WY 

a P Ie, 
eae JG: 

\  Keouumeiay 


\, en Ate 3! 


‘ = a 
BIRMINGHAM WV Ne 


XY. 


Z 
is 
é 
iv 


ett 
yee: reise RO JACKSONVILLE 


Bank Profits 


The continued influx of 
funds from abroad in the sec- 
ond quarter of 1940, together 
with the inability of banks to 
put them to any extensive 
use in the field of private 
business enterprise, was _ re- 
flected in the June 29 condi- 
tion statements of the prin- 
cipal New York institutions 
showing higher deposit totals 
and increased holdings of 
Government bonds and cash. 
Earnings, on the whole, 
showed little change from the 
comparable period of 1939. 
Indicated profits of Chase, 
for example, were 38 cents 
against 37 cents a share last 
year; an indicated figure of 
27 cents for National City was 
not strictly comparable to the 
30 cents indicated a year ago; 
Guaranty's net of $3.54 per 
share for the quarter repre- 
sented a better than average 
advance over the $3.00 of the 
second 1939 quarter. There 
was a general trend toward 
decreased loans during the 
period but it seems likely that 
this will be reversed in com- 
ing months as a result of 








to operate its facilities at ca- 
pacity for eleven years. * * * 
Aluminum Company's Buffalo 
plant, closed for the past 
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Seaboard Railway has made application to operate a 
new air transportation service between Boston, Miami 
and Boston, New Orleans. 
planes carrying 21 and 42 passengers respectively are 
to be used. Above map shows direct and alternate lines. 


Douglas DC-3 and DC-4 


credit needs growing out of 
increased armament produc- 
tion. To the. extent that 
loans expand, whether or not 
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accompanied by a reduction in in- 
vestment portfolios, earnings should 
benefit from here on. 


Machinery Makers 


Producers of heavy industrial 
machinery are traditionally in the 
prince-or-pauper class and, since 
most of their output is produced to 
order rather than for stock, sizable 
backlogs are customary during 
periods of advancing industrial ac- 
tivity. Such, of course, is the case 
at present. Bucyrus-Erie, prominent 
in the field of heavy excavating and 
earth moving equipment, is thus far 
enjoying the best year since 1931. 
New business of Link-Belt is under- 
stood to be running about 20% 
ahead of a year ago and it is likely 
that its backlog will continue to 
grow since shipments are not keep- 
ing pace with orders; this concern, 
incidentally, has been producing 
munitions for the Alkes, though not 
in important volume as compared 
with its usual line of business. Chain 
Belt's business is similarly running 
ahead of last year and prospects are 
for an advance in 1940 profits. 


Plastics and Glass 


The rapid encroachment of plas- 
tics in many and various fields of 
recent years has been one of the 
most outstanding industrial pheno- 
mena of the times and the wide- 
awake units in other established 
lines are alive to the situation’s po- 
tentialities. It is not surprising, 
therefore, to find Libbey-Owens-Ford 
getting actively into plastics through 
the purchase of a 70% interest in 
Plaskon Co., a small but important 
factor in the production of urea 
plastics. The acquisition, at a price 
of between $2,000,000 and $2,500,- 
000, will probably add about 15 
cents per share to Libbey’s earnings 
at the present time, but a far more 
important consideration is the stake 
the company has acquired in a field 
that complements its flat glass busi- 
ness and the potential importance 
of that stake should urea plastics 
continue their inroads in fields for- 
merly using glass. 


Second Quarter Earnings 
June period operating results will 
shortly be coming to hand; mean- 


while, estimates indicate that actual 
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Tax Prospects 


The excess profits tax recently requested by the President and virtually certain of enact- 
ment this year will probably be based either on earnings in relation to (1) capital funds or 
(2) average profits over a recent period of years. Tabulated below are 1939 earnings of a 
selected group of companies expressed as a percentage of capital in each case; also included 
are average per share earnings for the period 1936-39 as compared with 1939 earnings. 
Generally speaking, those concerns showing the best return on capital or 1939 earnings sub-~ 
stantially above the 1936-39 average are likely to be most vulnerable to excess profits taxes. 


% Earned 
on Capital Funds 


COMPANY 
American Airlines 28.1 
American Smelting 10.7 
American Telephone & Telegraph 
American Tobacco 
Baldwin Locomotive 
Bethlehem Steel 
Chesapeake & Ohio 
Consolidated Edison 
Chrysler Corp 
du Pont de Nemours 
Electric Auto-Lite 
General Electric 
General Foods 
General Motors 
International Harvester 
Johns Manville 
Monsanto Chemical 
Montgomery Ward 
National Lead 
New York Central 
a, See 
MONG oS aa kc hn ies i nnnweces 
Philip Morris 
Sears, Roebuck 
Standard OU GEM. J... cece ese 
Timken-Detroit Axle 
Union Pacific 
United Aircraft 
United States Steel 
Westinghouse Electric 


Earned per Share 
Average 1936-39 


$1.39 $4.84 
5.25 4.36 
9.09 9.24 
4.69 5.12 
d0.89 0.41 
3.69 5.75 
4.06 3.49 
2.21 2.22 
9.68 8.48 
6.54 7.65 
3.30 4.72 
1.53 1.43 
2.43 2.75 
3.99 4.05 
4.20 1.71 
4.88 4.41 
3.69 4.01 
3.86 4.91 
1.16 1.23 
0.35 0.70 
2.07 2.43 
6.44 6.48 
8.42 8.38 
6.60 

3.27 

2.62 

6.74 

3.53 

1.83 

5.18 


Earned per Share 
1939 





figures will make encouraging read- 
ing. General Motors is thought to 
have netted about $1.30 per share 
which, due to increased labor costs 
and taxes, was below the $1.50 re- 
ported for the initial three months, 
but nonetheless represented a worth- 
while gain over the $1.06 earned in 
the June period of 1939. Other es- 
timates include: Industrial Rayon— 
50 cents per share vs. 6 cents in like 
period of last year; Ohio Oil (6 
months) —54 cents vs. a deficit 
last year; Tidewater Associated (6 
months) —75 cents vs. 19 cents; 
Container Corp.—65 cents vs. 1 cent; 
Corn Products—75 cents vs. 70 cents; 
American Airlines (6 months) —$2.50 
vs. $1.37. 


Street Topics 


Limitation of aircraft profits on U. 
S. Government contracts to 7 or 8% 
(depending on whether award is on 
basis of negotiation or competitive 
bidding) against 12% formerly may 
make it difficult to obtain private 


funds for plant expansion, some in 
investment banking circles fear. * * * 
Carloadings this quarter should re- 
cord an advance of about 9% over 
a year ago according to shippers’ 
estimates. * * * Building materials 
makers report a contra-seasonal sales 
gain with advances in the first half 
of June ranging up to 15%. * * * 
June quarter results of most steel 
companies topped those of the initial 
three months of the year and first 
half profits were probably the best 
since 1937. * * * Scheduled airlines 
flew more than 100,000,000 revenue 
passenger miles in June, the largest 
total for a single month in the in- 
dustry’s history. Overall earnings 
for the first half were probably about 
four times those of the same 1939 
period. * * * Considerable interest 
in opinion expressed by head of 
Celotex that country is entering pe- 
riod of unprecedented building ac- 
tivity. * * * Put and call market 
remains dull with quotations indi- 
cating no firm market convictions 
on the part of option writers. 
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BUSINESS: Clark Equipment Co. is concerned mostly with the manu- 
facture of equipment for trucks and tractors including rear axle hous- 
ings, transmissions, heavy duty wheels, etc. The company has been 
developing a diversified line, however, which includes a series of high 
speed machine tools, special type rivets and riveting guns, gasoline 
powered freight handling “Tructractors" and the recently developed 
auxiliary truck engine which the company is manufacturing in conjunc- 
tion with the Chevrolet truck division of General Motors. 


FINANCIAL POSITION: Neither funded debt nor bank loans pre- 
ceded the 19,279 shares of $100 par value, 7 per cent dividend pre- 
ferred stock and the 249,838 shares of common stock of no par value 
that were outstanding at the close of 1939. As of December 31, 1939, 
cash items of $1,500,822 were almost double total current liabilities of 
$886,221 while total current assets were reported at $4,919,808. During 
1939, earned surplus reached $1,205,000 or about 90 per cent greater 
than a year before. The good demand for commercial vehicles sharply 
stimulated Clark Equipment Company's business last year and this im- 
provement was further assisted by increasingly heavy demand for the 
company's non-automotive products. As a result, net income of 
$1,182,066 or equal to $4.43 a share of common stock was reported as 
compared with $.064 a share earned in 1938. During the first quarter 
of the current year earnings of $2.17 a share of common stock have 
been reported as compared with $0.89 a year ago. With the payment 
of $0.75 a share of common on June 17, this year's common dividends 
have totalled $1.25 and further payments are likely. 


OUTLOOK: Not only is Clark in a position to fill the needs of the 
truck and tractor makers but it is in an excellent position to supply 
considerable material which will be important in our rearmament pro- 
gram. Parts for tractors, armored cars, tanks and materials for any 
high or low speed motorized equipment are within the experience and 
ability of the company. 


MARKET ACTION: _ Clark Market Clark’s moves in 
: e quipment Co. Average relation to avge. 
37 high to '38 low....... 17% decline 64% decline 20% wider 
*38 low to '38 high....... 158% advance 76% advance 108% wider 
*38 high to '39 low....... 45% decline 34% decline 24% wider 
*39 low to '39 high....... 130% advance 4%, advance 175% wider 


Average volatility on four moves 24% greater on declines but 140% greater on ad- 
vances than M. W. S. index of 309 common stocks. 


COMMENT: Recent price—3!. 1940 Price range—40!/, high, 24 
low. These shares are strongly affected by improving market conditions 
and prices are assisted by the high dividend return. 


Long-Term Record 


Net Net 
Sales Income Net Per Divi- Price 

Year (millions) (millions) Share dends Ran 
a NF $.346 $1.08 $2.75 441-1514 
1931. N 4.191 40.84 1.50 ai. 
SAR NF d.801 d3.73 es 834- 31% 
Se NF d.108 d0.80 0.25 1414%4- 5 
| eee NF .192 0.4 0.80 2134- 834 
. eee NF .006 d0.31 0.80 275-12% 
MOD. os cceees 9.482 513 1.82 1.60 461/g-233/4 
| eae 12.718 1.167 4.56 1.80 48 -1 TA 
Ses 7.718 .280 0.64 0.25 2714-10% 
ae 12.465 1.182 4.43 2.25 3414-15 

NF—Not available. d—Deficit. 














BUSINESS: Columbia Broadcasting System is one of the two largest 
radio systems in this country, operating 119 stations in I17 cities of 
the United States, Canada, Hawaii and Puerto Rico. With sixteen 
50,000-watt stations, CBS has more high powered outlets than any 
other system in the United States. Columbia maintains a complete 
service for the benefit of its advertisers and the public. Its artist 
bureaus furnish the services of all manner of artists and facilities 
for public or private hire in addition to the regular broadcast pro- 
grams. 


FINANCIAL POSITION: At the close of 1939 there were approxi- 
mately $2,381,150 of mortgages, and bank loans ahead of the Class A 
and Class B shares. These shares, differing only in the manner in 
which they elect their representative directors, were outstanding in 
the amount of 1,716,277 shares of the combined issues on March 30, 
1940. At the close of last year the financial position of the company 
was strong. Current assets of $10,303,782 were nearly 2!/2 times as 
large as total current liabilities of $4,316,730. Cash items of $6,318,916 
were alone well in excess of the company's total quick debt. Last 
year's earnings of $2.93 a share of common stock was moderately 
higher than the $2.07 reported for 1938 and while not a record for 
earnings per share, the $5,001,529 net income reported for the year 
was a new high. For the first quarter of this year net income of 
$1,552,031 as compared with $1,163,947 gives promise of another 
record year. Quarterly earnings were equal to $0.90 and $0.68 a share 
respectively for the two years. 


OUTLOOK: With current bookings promising to exceed last year's 
high figures by a substantial margin and income likely to be aug- 
mented by sales from newly acquired facilities, CBS faces the best 
prospect since the system's inception. 





MARKET ACTION: Columbia Brdests. Market Columbia's moves 
Company verage in relation to avge. 
‘37 high to '38 low....... 57% decline 64% decline % narrower 
*38 low to '38 high....... 68%, ad 76% advance 10% narrower 
*38 high to '39 low....... 38% decline 34% decline 12% wider 
*39 low to '39 high....... 81% advance 44% advance 84% wider 


ee volatility on four moves 24% greater than M. W. S. index of 309 common 
stocks. 


COMMENT: Recent price—I8. 1940 price range—26% high, 16 low. 
The shares are but slightly above their recent lows and are selling on 
an unusually low price-earnings basis. 


Long-Term Record 





Gross Net Price 
I I Net Per Divi- Range 
Year (millions) (millions) Share* dends* “A” Stock 

1930. NF $.918 $0.54 eters NF 
|) NF 2.347 1.37 $.60 NF 
RS NF 1.623 0.94 .80 NF 
ee NF 924 0.54 .80 NF 
| rer NF 2.274 1.32 1.38 NF 
1935. $21.417 2.810 1.64 1.30 NF 
1986....... 27.780 3.756 2.20 1.65 
ae 34.240 4.298 2.52 195 32 -16% 
7958..... : 32.663 3.542 2.07 ° 1:25 2234-1314 
1939... 40.317 5.002 93 50 2534-14 


ee x o: 13 
*Combined A & B stocks adjusted for 5-1 split in 1934 and 50% stock divi- 
dend also 2-1 split in 1937. NF—Not available. 
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Common Stocks 


CONTINENTAL STEEL CORPORATION 


CONTINENTAL STEEL CORP 
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BUSINESS: Continental Steel Corp. is one of the medium sized steel 


makers of this country although it is not.completely integrated. The | 


products are confined solely to light steel articles such as sheets, rods, 
wire, fencing and the like. There is no facility for heavy products and 
the company must purchase its pig-iron although it has sufficient equip- 
ment to manufacture its own steel. 
ties are owned and after operations reach a certain point it becomes 
necessary to purchase some semi-finished steel. Below 70 per cent of 
capacity operations, the company is able to take care of its own needs. 
This lack of capacity limits profit margins during intervals of high 
activity but when business is relatively slack there is a considerably 
smaller drag on earnings. 


FINANCIAL POSITION: The company issued a series of 3 per cent 
debenture bonds last year for the purpose of retiring $500,000 of bank 
loans, a small issue of 7 per cent preferred stock and $1,170,000 of 4!/, 
per cent bonds. The new issue which amounted to $2,000,000, was 
sold privately to an insurance company and matures in 10 annual in- 
stalments. There still remains an issue of 18,855 shares of preferred 
stock ahead of the 200,561 shares of no par common stock. As of 
March 31, 1940, the company's balance sheet disclosed a strong 
financial position with current assets nearly six times larger than total 
current liabilities of $1,384,112. Cash items of $1,224,048 were almost 
equal to all of the current liabilities. Last year's net income of 
$1,208,199 was a new high record and would have been 25 per cent 
larger had it not been for setting up inventory reserves of about $300,- 
000. First quarter 1940 results were slightly lower than a year ago 
although the $0.89 a share reported for the latest quarterly period will 
probably be improved upon during the balance of the year. 


OUTLOOK: Continental Steel has ample competition in its field, but 
under present conditions there is apparently enough business available 
to warrant satisfactory earnings for the balance of the year. 


MARKET ACTION: Continental's 
Continental Market moves in relation 
Steel Corp Average to <avse- 

‘37 high to '38 low....... 69%, dae 64% decline 71% wider 

'38 low to '38 high....... 178% advance 16% advance 134% wider 

‘38 high to '39 low....... 40% decline 3a > mi 17% wider 

39 low to '39 hiqh....... 99% advance 44% advance 10 09% wider 


Average volatility on four moves 11% greater on declines but 125% , greater on ad- 


vances than the M. W. S. index of 309 common stocks. 


COMMENT: Recent price—25. 1940 price range—33 high, 18!/2 low. 
The current dividend is apparently secure and the yield attractive. 


Long-Term Record 


Net Net oe ‘ 
Sales Income Net Per Divi- Price 
Year* (millions) (millions) Share dends Range 
. . BERRA 1.857 d$.038 d$1.39 Rekics 2514- 4 
ARCA 8.163 d. 3.45 6%4- 
SIRS F N NF Ti%y- 112 
Se 565 d.060 d1.44 — 
are 11.878 .480 1.66 eaes 111%4- 5 
o | ee 11.392 482 1.69 oe 431%4- 6 
. Se 18.539 136 2.79 $1.50 47 -25 
Ue 19.724 815 3.20 1.75 32 -1814 
| ae ae 633 2.32 i - 2734-10 
See 59 08 5.3 32 -165% 


8.5 £2 7 
*—1932-35 fiseal year — June 30. ele periods eo December 31. 
NF—Not available. d— 


Deficit. 
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| BUSINESS: While Eaton's axle business no longer constitutes the bulk 


of the company's trade, it is still, nevertheless, almost totally de- 
pendent upon the fortunes of the automotive industry for profits. Last 
year axles for trucks and castings accounted for about one-third of all 
sales while the sales of stampings and springs were responsible for 
about half of the total business. The remainder consisted of sales of 
engine parts, heaters and other aviation and automobile equipment. 
About 60 per cent of the materials sold go to Chrysler, International 
Harvester and General Motors while the balance is taken by most of 
the other smaller automobile and aviation companies. 


FINANCIAL POSITION: The company's capital structure is simple. 
There is no funded debt ahead of the 703,646 shares of $4 par value 
common stock outstanding. The $4 par value was set up for the com- 
mon stock as a savings in transfer costs in 1936 and since the shares 
had been carried on the books at that figure, no change in the stock 
was necessary. Total current assets of $9,535,512 at the close of the 
first quarter of 1940 were near the high for the post-depression period 
and were more than six times greater than total current liabilities. Cash 
items of $3,682,211—not counting $530,928 in marketable securities and 
interest—were materially higher than the total current debt of $1,447,- 
449. While slightly below the banner results of the last quarter of 
1939, first quarter 1940 earnings of $1.33 a share as compared with 
$1.03 a share last year were eminently satisfactory. 


OUTLOOK: Eaton's products are all well adapted to military needs. 
The various automotive parts are usable in the construction of tanks 
and armored vehicles while the company is already active in supplying 
aviation engine valves and other internal combustion engine parts. 
Likewise, the company’s mechanical setup could rapidly be changed to 
making many items for armament and ordnance in the event that size- 


| able orders were to be received. 


MARKET ACTION: Eaton Mfg. Market Eaton’s moves in 
| a Co. verage relation to avge. 
‘37 high to ‘38 low... : 72% decline 64% decline % wider 
38 low to '38 high . 141% advance 716% advance 85% wider 
*38 high to '39 low. ne 39% decline 34% decline 14% wider 
*39 low to '39 high.. 103% advance 44% advance 134% wider 


Average volatility on four moves 13% greater on declines but 110% greater on ad- 
vances than the M. W. S. index of 309 common stocks. 


COMMENT: Recent price—30. 1940 price range—37 high, 22 low. 
Approximately mid-way between the 1940 high and low price the 


' shares are selling to yield an attractive return. 


Long-Term Record 
Net Net 


Sales Income Net Per Divi- Price 

Year (millions) (millions) Share dends Range 
1950. .... 4 NF $1.205 $2.09 3.00 3714-115 
Lo NF .243 0.37 1.45 21h- 53% 

ae NF d.674 d1.04 0.25 9-3 
.350 0.55 0.20 16 - 3% 
.978 1.44 1.00 2214-12 
1.838 2.65 1.50 305-165 
2.391 3.43 2.8714 40'/-28%/0 
2.569 3.65 2.75 3714-151%4 
.023 0.03 0.25 2534-101 
2.707 3.85 2.50 30%-1514 





9 26.8 
NF—Not available. 


d—Deficit. 
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Six High Yield Common Stocks—Contd 


H. L. GREEN CO., INC. 


H. L. GREEN COMPANY, INC. 





BUSINESS: H. L. Green Co. operates a chain of 151 variety stores 
in this country and Canada with the greatest concentration of outlets 
in the heavily industrialized and saad areas of New York, Penn- 
sylvania and New Jersey. The stores are operated under a variety of 
names such as H. L. Green Company, Metropolitan Chain Stores, Sil- 
ver's, etc., depending upon the origin of the store itself or upon the 
efficacy of the trade name in the territory in which the unit is located. 
Green Co. has a relatively small interest in a chain of 7 stores located 
in England which is operated in conjunction with British interests. The 
stores specialize mostly in merchandise selling from 5 cents to $l 
although the Green United Chain operates a small chain of about 19 
junior department stores. As is common with most active chain mer- 
chandising systems, the number of stores changes almost from day to 
day, depending upon the relative activity of each unit in the system. 


FINANCIAL POSITION: Funded obligations and mortgages amount- 
ing to $5,993,548 precede 598,142 shares of $1 par value common 
stock. There is, however, an authorized issue of 80,000 shares of 
preferred stock which has never been issued but which could be sold 
should the directors deem such action advisable. At the close of the 
company's fiscal year on January 31, 1940, the financial position of 
the company as shown in its balance sheet was strong. At that time 
total current assets of $8,718,397 were well in excess of total current 
liabilities of $2,298,995 and cash alone of $1,827,511 was ample for 
- company needs. Earnings for the period ended January 31, 1940 were 
equivalent to $3.51 a share of common stock as compared with $2.83 a 
year before. The latest full year results were not at record levels but 
were nevertheless satisfactory under prevailing conditions. Sales since 
that time have shown moderate gains over a year ago. 


OUTLOOK: The areas in which Green concentrates activities are 
expected to be the major beneficiaries of any increase in employment 
due to increased industrial activities. Store policies are flexible and 
inventories are well fortified against any sharp rise in merchandise 
costs. Leases are favorable and the English investment is of no 
particular importance although up until now the enterprise has been 
profitable. 


MARKET ACTION: H.L. Green Market Green's moves in 
Co. Action relation to avge. 
‘37 high to '38 low....... 66% decline 64% decline 3% wider 
*38 low to '38 high ...... 111% advance 16% advance 46% wider 
'38 high to '39 low....... 14% d decline 346 decline _ Narrower 
*39 low to '39 high....... eG advance advance we wider 


Average volatility on four moves 3% less than M. W. %. index of 309 common stocks. 


COMMENT: Recent price—27. 1940 price range—35!/p high, 23 low. 


The company has never had a loss nor missed a dividend payment in | 


any year since the shares have been listed. 
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BUSINESS: Kroger Grocery & Baking Co. operates a chain of food 
stores in the highly industrialized areas north of the Ohio River and 
east of the Mississippi River. The system ranks third in the amount of 
annual sales and second as to the number of units operated in this 
country. While the chain covers 19 states, most of units are located 
in Ohio and four other contiguous states. At the close of 1979 there 
were 3,958 units in operation although the company is placing greater 
emphasis upon "super-markets" located in densely populated areas 
and is concentrating its other stores whenever possible. Most of the 
stores carry a complete line of packaged foods, vegetables and meats 
while the super-markets carry a wide line of luxuries in foodstuffs as well. 


FINANCIAL POSITION: The company has no funded debt and only 
507 shares of first preferred and 460 shares of second preferred 
precede the 1,830,885 shares of no par value common stock outstanding 
at the end of the year. Current asset ratio of better than 4 to | 
indicated a strong financial position at the year end. Of the total 
current assets of $36,296,923, approximately $13,032,957 was cash. 
Inventories of $21,566,959 were near the highest level since the end 
of 1935 but were equivalent to but slightly more than a month's sales 
and were therefore not burdensome. Sales of $243,356,605 for 1939 
were not at all time record levels but they did come reasonably close 
to the post-depression record of 1937 and were only about 20 per cent 
lower than the peak reached in 1929. Sales for the first twenty weeks 
of 1940 were almost 7 per cent greater than those of a year ago. 


OUTLOOK: The fact that the Government is relaxing its efforts to 
penalize chain stores and that the public is rapidly championing this 
type of merchandising promises to permit such chains as Kroger to 
make even better showings both as to consumer servicing as well as 
increased sales and—per se—profits. The territory served should be 
in receipt of much increased purchasing power as industrial payrolls 
expand for it is in this area that unemployment and relief problems 
have been the heaviest. 


MARKET ACTION: Kroger Grocery Market Kroger’s moves in 

nd Baking verage relation to avge. 
‘37 high to '38 low....... 49% deadline 64% decline 23% narrower 
'38 low to '38 high... ... 16%, 


be aneace advance 1% narrower 
'38 high to '39 low....... 34%, o 


decline 
'39 low to '39 _ Spee 4%, advance 4% advance 4 wider 
Average volatility on four moves 53% less on declines and 3% greater on advances 
than M, W. S. index of 309 common stocks. 


COMMENT: Recent price—28. 1940 price range—34!/2 high, 23//, 
low. Although the number of units operated last year was well below 
peak levels. Average net income per store was the highest in 15 years. 


Long-Term Record 


decline 82% narrower 


Net Net 
J Sales Income Net Per Divi- Price 
Long Term Record | Year (millions) (millions) Share dends Range 
Net Net i. $267.1 $2.081 $1.14 $1.00 481/4-171/, 
Sales Income Net Per Divi- Price 55.0 ose 244.4 2.662 1.46 1.00 351-1 21 
Year* (millions) (millions) Share dends(c) Rangete) 1 Ee? 213.2 2.682 1.48 1.00 18%-10 
Rs $23.418x $1.250x $2.24 ae eee 205.7 4.515 46 1.00 355/g-14' 
26.824 1.372 2.45 $1.75 ae 221.2 4.198 2.29 1.80 335-23) 
De Andee 8.5 1,722 2.82 1.25 39%-22 ae 229.9 3.643 1.99 1.60 321 “994, 
WUE vc-o.5:00.0:0:0 32.712 2.098 3.45 2.35 +44 ab 51 ae 242.3 3.488 1.91 1.90 3374-201 
oo Sas 3.46 1.840 3.02 2.20 2814-13 OO) ee 248.4 2.810 1.54 1.60 eas 
SSR 32.398 1.715 2.83 2.30 Hat he .... aS 231.3 3.742 2.04 1.90 -123/4 
ee 39.916 2.106 3.51 2.00 3514-23 1 1939. 243.4 5.515 3.01 2.50 39 fe-20'/ 
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Where Mid-Continent Stands Today 


A Complete but Miniature Petroleum Entity That Has 
Everything but Foreign Entanglements 


BY PHILIP DOBBS 


PETROLEUM Corp., an outgrowth of 
part of the original oil empire of the fabulous Josh 
Cosden, ranks about fourteenth in size as compared with 
its many famous competitors, but is nevertheless com- 
pletely integrated from crown blocks to service pumps. 
And—what is quite important at this time—all of the 
properties lie within the limits of the American borders 
and are situated close to sources of supply and demand. 

At the close of last year Mid-Continent Pete had 
royalty or working interests in about 36,418 acres of 
proven properties located in Arkansas, Kansas, Okla- 
homa, New Mexico and Texas upon which there were 
1,496 producing oil wells and 24 active gas wells. Proven 
reserves at the close of the year were said by the com- 
pany to be at an all time high level. Unproven reserves 
at the same time consisted of 750,990 acres of potential 
oil lands located in Illinois, Louisiana, Mississippi and 
Nebraska as well as in the states previously mentioned. 
The proven reserves are not stated in terms of barrels 
of oil but during 1939 the company’s oil wells produced 
5,169,697 barrels of oil—or at the rate of 14,164 barrels 
daily—as compared with 5,018,686 barrels the year 
before. 

Had it not been for the fact that most of the com- 
pany’s production area was sharply curtailed by state 
restrictions upon output, these fields would have been 
able to produce considerably more oil and thus would 
have come somewhat closer to satisfying the company’s 
needs which amounted to 10,174,871 barrels of crude 
during 1939 or at the rate of 27,876 barrels daily. 

Nevertheless, despite the fact that the company could 
use substantial additions to its prorated output it was 
not hasty in drilling new wells, preferring to take ad- 
vantage of the relatively low price of crude oil to pur- 
chase its additional needs. Purely as a defense measure 
against loss of reserves under its properties, Mid-Conti- 
nent drilled 34 wells and all but one of them were pro- 
ducers. Fifteen of the wells were new developments 
which further proved company holdings. The others— 
including the dry hole—were drilled in proven areas in 
which the company has slightly more than a 75 per cent 
interest. 


JULY 13, 1940 


Mid-Continent Petroleum Corp. owns a refinery lo- 
cated in West Tulsa, Oklahoma, which has a capacity 
said to be in the vicinity of 35,000 to 40,000 barrels daily. 
Indicated runs of approximately 80 per cent of capacity 
last year show that Mid-Continent operated at about 
the same levels as the balance of the industry despite its 
relatively small size. To supply the necessary crude oil 
for refinery operations the company owns, through sub- 
sidiaries, about 1,200 miles of pipe lines and appurte- 
nances. Part of this pipe-line system has been re- 
designed to carry casing-head or natural gasoline to the 
refinery which not only cuts the delivered cost of the 
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General view of oil fields near Tulsa, in which Mid-Continent has extensive holdings. 


material but also gives Mid-Continent additional sup- 
plies of natural high octane gasoline to dilute with lower 
rated fuel. A new natural gasoline plant was built last 
year by the company in the Ramsey field of Oklahoma 
further to increase available supplies of this desirable 
product. 

While gasoline of various types is naturally the com- 
pany’s money product, Mid-Continent Petroleum’s lubri- 
cating oils are of high quality and are in excellent de- 
mand in the company’s sales territories. The high 
quality of these oils and their strong public acceptance 
accounts for the strong growth in the packaged goods 
end of the business which is said to have increased more 
than 22 per cent last year and was of such volume that 
the company was forced to make a substantial addition 
to its canning plant during the year. 

In keeping with the general trend of the petroleum 
industry, Mid-Continent’s sales through its own bulk 
stations and retail outlets rose to 509,266,443 gallons of 
all types of products in 1939 from 467,691,711 gallons in 
1938 and thus established a new high record for com- 
pany sales. Gasoline sales, however, were 8.3 per cent 
higher than a year before as compared with a national 
gain of 5.7 per cent as estimated by the Bureau of Mines 
and—contrary to the experience of the general industry 
—showed a gain over the same period of a year before 
in each of the months of 1939. 

The distributing chain consists of about 3,600 out- 
lets—about 50 per cent of which are either owned or 
controlled by the company—located in 13 states of the 
southwest and middlewest. Included in the territories 
served are the cities of Chicago, Omaha, Des Moines, 
Minneapolis and Kansas City. The cost of servicing the 
upper Mississippi Valley area is somewhat reduced by 
Mid-Continent’s interest (19 per cent) in the Great 
Lakes Pipe Line Co., which operates a system of pipe 
lines culminating in the lakes area. While the trade 
names are little known in the East or the West, “Dia- 
mond,” “Never Nox” and “D-X Lubricating Motor 
Fuel” are as well known in the middlewest as some of 
the most popular brands in the East. 

Since most of the distributing points are relatively 
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distant from the refinery, much of the company’s output 
is transported in bulk to the various centers. In order 
to facilitate these shipments the company owns a fleet of 
2,147 tank cars and an undisclosed number of automo- 
bile tank trucks. Last year’s shipments were equal to 
53,922 carloads of various products as compared with 
47,164 carloads a year before. During the year the pipe 
lines carried 9,890,555 barrels of crude oil as compared 
with 9,613,254 barrels in 1938. In order to reach various 
lake ports such as Detroit the company has terminals 
at lakeside to handle bulk products by water and thus 
take advantage of the water rate differential over 
rail costs. 


Earnings Finance Improvements 


In order to maintain its position in a rapidly changing 
industry the company has been forced to modernize its 
equipment periodically. This is particularly true in the 
gasoline division where it is necessary to improve the 
performance and all around quality of the motor fuel 
constantly in order to meet competition from the larger 
and richer companies. Mid-Continent Petroleum has 
not been lax in keeping up with the times but it is unique 
inasmuch as all improvements have been financed from 
earnings. The las} time that the company was in the 
market for financing was early in 1929 when an addi- 
tional issue of common stock was sold in order to secure 
funds to retire the funded debt that had been sold in 
1925 and did not expire until 1940. This foresight has 
in great measure permitted the company to come 
through the worst of the depression years in better shape 
than many of its larger competitors. At the present 
time the sole capital obligation of the company consists 
of 1,857,912 shares outstanding of an authorized issue of 
3,000,000 shares of $10 par value common stock. Neither 
funded debt, mortgage nor bank loan is outstanding to 
take precedence over the common shares. 

In only three of the past 13 years has the company 
had a loss after payment of all expenses and that was in 
the very sub-normal years 1931, 1932 and 1933. In each 


of the remaining years earnings (Please turn to page 436) 
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The Personal Service Department of ''HE MaGazine OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 
Special rates upon request for those requiring additional service. 





American Sugar Refining 


What is the present progress of part or 
wholly-owned subsidiaries of American Sugar 
Refining? What are they contributing to the 
earnings of the parent company? It seems 
to me that with France’s defeat and the 
likelihood of a further spread of the war, 
sugar will be in greater demand than ever 
before. Is this presumption correct? Is it 
probable that our Government will mobilize 
the sugar industry as part of the defense 
measures? What do you advise on 150 shares 
of American Sugar common at 3034?—G. V. 
C., Lorain, Ohio. 


American Sugar Refining is the 
most important factor in the do- 
mestic sugar industry, accounting 
for about 30% of United States 
melting capacity. Products are 
marked under the well-known trade 
names of “Domino” and “Franklin.” 
in addition, the company owns 25% 
of the stock of National Sugar Re- 
fining and has a substantial interest 
in two beet sugar companies. The 
sugar industry as a whole has been 
operating for some time past under 
rather unsatisfactory conditions and 
this situation has made for erratic 
earnings. Operations in 1939 re- 
sulted in a deficit of 84 cents per 
share, but this was nevertheless con- 
siderably improved over the loss of 
$6.10 per share reported the pre- 
ceding year. Business of the com- 
pany in the early part of 1940 was 
reported to be somewhat better 
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than in the similar period of the 
year before. Profit margins depend 
on the spread between raw and re- 
fined sugar prices, but tonnage sales 
are likely to be at slightly improved 
levels over coming months and 
prices should remain at least firm. 
Accordingly, at least moderate im- 
provement should be shown in ope- 
rating results over the intermediate 
term. Income from subsidiaries and 
investments was at higher levels in 
1939 than in 1938 and income from 
this source this year should at least 
equal that of last year. The war 
abroad has not resulted in any sus- 
tained demand for this commodity 
but extension and prolongation of 
hostilities could make for greater 
consumption and_ higher prices 
which would naturally be of benefit 
to earnings of American Sugar Re- 
fining. Finances continue to be quite 
sound and the latest balance sheet, 
that as of December 31 ,1939, dis- 
closed cash alone considerably in 
excess of total current liabilities. 
Capitalization is rather simple, there 
being outstanding 450,000 shares of 


Onauini 


7% cumulative preferred and 450,- 
000 shares of common stock. Early 
resumption of dividend payments 
on the common stock are unlikely. 
While it cannot be said that earn- 
ings over the near term are likely 
to improve to an extent sufficient to 
support markedly higher prices for 
the issue, American Sugar Refining 
would be in a good position to take 
full advantage of any improvement 
which occurred in the industry and 
we feel, therefore, that retention of 
your commitments as a speculation 
would be warranted. 





Boeing Airplane Co. 


Now that France has been defeated, will 
Allied plane orders placed with Boeing likely 
be cancelled? In the event of the loss of 
export orders, do you think U. S. Govern- 
ment orders would compensate? What is 
present rate of deliveries, total of backlog 
cnd latest net earnings report? I understand 
the company proposes to double capacity. 
In view of a possibly reduced foreign market, 
is there a danger of over-extension or will 
this expansion be underwritten by our own 
Government? I hold 100 shares at 34.— 
Mrs. W. C. P., Topeka, Kansas. 


Boeing is an important producer 
of military and commercial aircraft 
with the Seattle division, its most 
important, specializing in the pro- 
duction of large bombers, including 
the well-known “Flying Fortress,” 
another division concentrating in 
smaller military aircraft. Adapta- 
tion of basic design to large land 
transports and flying boats has im- 
proved the commercial position of 
the company, but heavy develop- 
ment costs have restricted earnings. 
Thus in 1939 the company reported 
a deficit of $4.55 per share on the 
common stock as compared with a 
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deficit of 77 cents per share in 1938. 
Recent sale of stock will likely dilute 
per share earnings over coming 
months but on the other hand has 
improved the financial position of 
the company by reducing notes pay- 
able to banks. Backlog is believed 
to be in the neighborhood of $50,- 
000,000, mostly for domestic mili- 
tary and commercial purposes, but 
while shipments over coming months 
will doubtless be at better levels, 
restoration ef operations to a profit- 
able basis in the early future will be 
hampered by _ recent legislation 
which limits profits on Army and 
Navy business to a maximum of 8%. 
Orders which have been received 
from the French Government were 
not proportionately large and in any 
case will doubtless be taken over by 
England for as long as that coun- 
try is able to continue the war. Divi- 
dend payments are unlikely until 
profits have reached a reasonably 
substantial basis. However, since 
operations are expected to be at 
more satisfactory levels over the 
longer term, these shares have a 
degree of appeal and we feel that 
retention at current levels of specu- 
lative commitments might well be 
considered. 





Howe Sound Co. 


You were kind enough to advise me in 
your November 18, 1939 issue on my 100 
shares of Howe Sound, purchased at 55. 
Since then, the price recovered to 5034 but, 
at the time, I thought I’d better hold on 
as the war might mean large copper orders. 
Largely, the stock is under 40 and I am 
wondering what effect the defeat of the Allies 
might have. What is the outlook for domestic 
consumption?—Orders for U. S. defense pro- 
gram?—M. E. M., Gloucester, Mass. 


Howe Sound is an important pro- 
ducer of copper, lead, zinc, gold and 
silver, with the first three named 
metals accounting for the larger part 
of earnings. Mines are located in 
Potosi, Mexico; Chelan, in the State 
of Washington and the Britannia 
mines in Canada. The concern has 
been able to show a better record 
than most companies in this indus- 
try, having reported a per share loss 
in only one of the depression years. 
The Chelan and Britannia mines 
are operating at good levels, al- 
though income from the latter 
named unit is somewhat below the 
high level of late 1939. The Potosi 
mine is contributing smaller amounts 
to earnings at this time but less 
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dependence is being placed on this 
unit. The company reported a profit 
of $1.18 per share for the first quar- 
ter of 1940 as compared with a profit 
of $1.08 per share in the similar 
period of last year and indications 
are that earnings over the near 
term will about equal those of the 
first quarter. The company is in 
a good position to share in orders 
placed by the United States Gov- 
ernment for war purposes and 
should obtain a substantial part of 
those for general commercial and 
industrial use. The exact status of 
orders which had been placed by 
the French Government is prob- 
lematical. Finances of the organiza- 
tion continue to be quite sound, the 
balance sheet as of the 1939 year 
end disclosing current assets more 
than six times greater than total 
current liabilities. Capitalization is 
simple, the common stock outstand- 
ing in the amount of 474,291 shares 
having sole claim on assets and 
earnings. Dividends at the annual 
$3 rate per share, supplemented 
from time to time by extras, will 
likely be continued. Both sales and 
prices are likely to be at relatively 
well maintained levels over the in- 
termediate term, at least, and fur- 
ther improvement in earnings is ex- 
pected. The shares have a good 
degree of appeal for their price ap- 
preciation possibilities as well as the 
reasonable income afforded, and ac- 
cordingly we recommend retention. 





Douglas Aircraft 


Can delivery of Allied order for $50,000,000 
from Douglas be assured now that France 
has been neutralized and British shipping 
more greatly hampered? What part of the 
company’s backlog does this represent? In 
the event of cancellation, is Douglas ade- 
quately tooled to throw its entire resources 
to U. S. Government business? Please give 
me your latest recommendations and discuss 
possibility of war program accelerating the 
introduction of mass production methods. 
I hold 75 shares at 84°%%,—K. N., Scars- 
dale, N. Y. 


In the three months ending in 
February, 1940, Douglas aircraft 
reported earnings of $3.01 per share 
as against $1.35 per share in the 
corresponding period of the preced- 
ing year. Somewhat higher operat- 
ing costs for the quarter ending in 
May of 1940 probably brought earn- 
ings lower than in the first quarter 
of the fiscal year but results for the 
full fiscal year to end in November 


of 1940 are likely to be better than 
the record per share earnings of 
$4.81 reported for the preceding 
fiscal term. For some time past the 
company has been an important 
manufacturer of military planes for 
the United States Government as 
well as foreign nations and ranks 
high as a manufacturer of commer- 
cial aircraft. Backlog was recently 
stated to be more than $140,000,000, 
more than half of which was for 
foreign military purposes. It is ex- 
pected, however, that orders which 
had originally been placed for the 
I'rench will be taken over by the 
English, but deliveries against such 
orders will depend on England’s 
ability to withstand German at- 
tacks. The company’s outstand- 
ing position in its field assures it of 
good participation in the speeding 
up of the Army and Navy air ex- 
pansion program, though profits on 
such business will be considerably 
reduced because of recent legisla- 
tion limiting profits on Army and 
Navy orders to a maximum of 8%. 
However, commercial demand con- 
tinues to increase at a very satisfac- 
tory rate. Thus total shipments over 
coming months are expected to be 
at higher levels than those of a year 
ago. The balance sheet of the 
company as of February 29, 1940, 
disclosed a satisfactory financial 
position, current assets totaling 
$25,391,506 as against current lia- 
bilities of $14,180,134. Dividends at 
the end of the fiscal year will prob- 
ably be quite liberal in line with 
earnings and distributions at least 
equal to those of last year are ex- 
pected. Capitalization is quite sim- 
ple, consisting only of 600,000 shares 
of common stock outstanding. The 
company is one of the better sit- 
uated in its industry and with 
indications pointing toward im- 
provement in earnings over the in- 
termediate term, we feel that reten- 
tion of your holdings at current 
levels is the advisable course to 
follow. 


Collins & Aikman 


Is the automobile industry still accounting 
for over 20% of Collins & Aikman’s fabric 
output? What percentage is supplied to 
furniture makers? Others? In the event that 
U. S. arms plans cause deferment of new car 
models until 1942, as rumored, can Collins & 
Aikman take up the slack with other sources 
of business? Please give me your opinion and 

(Please turn to page 432) 
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15 CONCLUSIONS 
1rO ; 
INDUSTRY—Recovery continues de- 
105 spite French surrender. 
100 TRADE—Department store sales 10% 
° above last year. 
oO 95 
S 
‘ 90 COMMODITIES—Prices mark time, 
o despite some pick-up in forward buy- 
85 ing. 
mi MONEY AND CREDIT—Commercial 
——— | borrowings rise sharply. Demand for 
A ; | | | Treasury bonds strong. 
1938) eo; | e | | 
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With all components of this Publication's 
business index, save Automobile assemblies and 
Lumber shipments, reporting better than nor- 
mal seasonal gains during the past fortnight, 
the nation's per capita volume of Business 
Activity has now recovered nearly two-thirds 
of ground lost during the first quarter. For the 
month of June the index rose to approximately 
96.6%, of the 1923-5 average, compared with 
92.9 in May and 85.0 for June of 1939. Aver- 
age for the second quarter was 92.9, against 
94.3 in the first quarter and 83.3 for the second 
quarter of 1939. Average for the first half of 
1940 was 93.6, or 12.4% ahead of the like pe- 
riod last year. Without compensation for popu- 
lation growth, the index rose to about 112.4 in 
June, compared with 108.2 in May and 98.3 for 
June, 1939. 


* %* * 


Sharp industrial recovery during the past few 
months has been motivated largely by an aver- 
age increase of 46%, in value of exports dur- 
ing the first five months of 1940, combined with 
rising domestic expenditures for plant expan- 
sion and inventory building in anticipation of 
huge Government war orders. Some concep- 
tion of the amount of anticipatory building now 
contemplated may be gleaned from the report 
of engineering construction awards during 
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La i 
Dot ee ~ wil PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION (a)| May 105 102 92 
INDEX OF PRODUCTION AND (Continued from page 425) 
LS ee erate 
ee LPR OIE i - a = the week ended June 20. The total of $96,000,- 
Durable Goods................ May 15 3 63 000 discloses an increase of over 100% in both 
Non-durable Goods........... May 94 93 89 public and private awards, compared with the like 
Primary Distribution............ May 85 89 71 period last year; against a cumulative decrease of F 
Distribution to Consumers....... May 92 91 90 11% for the year to date. This at the annual ra‘e fF 
Miscellaneous Services......... May 91 89 83 of billion — oe business 
stimulant, even without armament orders. 
WHOLESALE PRICES (h)....... June 77.3(pl) 78.4 75.6 ce age an 
pay corr somgy wad a ed a ili ‘ai ~— 414 The latest available figures on jennetiies are fF 
iin. ....... blag 119 101 90 for June 1st, showing no change in stocks held by | 
Shipments... Ma 111 111 99 manufacturers, as compared with May 1st; but a 
ACES ENE Da y recession of 1.9% in wholesale inventories. Com- 
COST OF LIVING (d) pared with June 1st last year, however, wholesale 
PRNIRRRB So 2S ics cba May 86.0 85.9 84.8 inventories were up 8.3% in value, against a gain F 
RSV Svalocisvccecr ae May 80.6 19.9 78.1 of only 6.8% in sales and an average rise of 2.1% | 
ESE yee ere - May 86.7 86.7 86.2 in wholesale prices; while manufacturers’ in- 
DN i xiclkcedyonconncree May 73.1 73.2 72.1 ventories were up only 19% compared with an 
Fueland Vight:..:....6.0. 666.44 May 84.1 85.4 84.0 increase of 24% in new orders. There is thus 
BENOES Raho ete oink Soka roe May 97.0 97.0 96.6 nothing alarming yet in the inventory figures as 
Purchasing value of dollar....... May 116.3 116.4 117.9 related to current demand; but early peace might 
NATIONAL INCOME (em)i..| May fsae7 35913 Ssase_| revamps lau nota ye mi 
culties, world production of both rubber and tin 
“—_aaee Ae | ‘Mey $598 $562 $598 has been for some months a: a level 30% to 40% 
Including Gov't Payments... .. ' blew 626 697 608 above current war time consumption. 
Total, First 5 Months...........} 1940 cjo'): |): Se 2,949 “eee la 
Prices Received by Farmers (ee)..| June 95 98 89 7 : 
Prices Paid by Farmers (ee)...... | June 193 193 120 There is one peace bogey, however, that clearly 
Ratio: Prices Received to Prices! has been overworked. The avidity with which the ff 
OTS Te ne eal HS eo 17 80 14 Nazis confiscate gold in every conquered country 
—— ___| should serve to discount their propaganda against 
FACTORY EMPLOYMENT (f) | this ‘‘capitalistic’’ convenience. It is largely a 
Durable Goods................ | May 95.1 95.0 82.9 case of ‘‘sour grapes.’ If the Nazis can lay hands 
Non-durable Goods........... | May 103.1 103.3 103.3 on gold, and particularly if they can secure control 
aes of England’s gold mines, the world will continue 
FACTORY PAYROLLS (f)..... | May 96.4 96.3 85.0 to use gold as the only satisfactory means yet 
(not adjusted) ea) developed for settling international balances. 
RETAIL TRADE | There is less prospect that it will soon be restored 
Department Store Sales (f)...... | June 93 87 86 to circulation within national boundaries. 
Chain Store Sales (g)........... May 117 115 110 er 
Variety Store Sales (g)......... May 121 119 115 3 z : 
Rural Retail Sales (j)........... May 133.8 125.4 131.2 National income paid out to individuals in 
Retail Prices (s) as of........... June 1 92.8 92.8 89.1 the U. S. during May totaled $5,647 millions— 
aS — 3.9% more than in the like period of last year, 
FOREIGN TRADE compared with a five-months' rise of 5.1%. Farm 
Merchandise Exportst.......... | May $325.3 $324.0 $249.5 income, including Government subsidies, 
Cumulative year's totalf to...... Mipy St) AAATS wees 1,179.8 amounted to $626 millions, a 3% gain over last 
Merchandise iMDONST. 5.605.066. May 211.4 212-2 202.5 year, against a 10% increase for five months. 
Cumulative year's totalf to...... Mpy 31 4U0BR 3 sists 915.6 oh dae 
RAILROAD EARNINGS Rural sales for May were only 2% above last 
Total Operating Revenues*..... 14s:SmosStG650784 89 ...ses $1,482,510 ear; but department store sales in ‘he week 
Total Operating Expenditures *. .|1stS mos. 1,245,074 ~—........ 1,158,959 pee June 22 were up 10%, com cal with « 
NOM ck ce se chr cs a 28 listSmos. 155,647... EA | Cosede emcee. Hea alte semua 
Net Rwy. Operating Income*.../1st5 mos. 196,007  ....... 126,456 i alien i ah ai = delened & aan, 
Operating Ratio %............ 1st 5 mos. [si : er 78.18 : P ne ne eae 
Rate of Retuin % 5 9.33 cussions from Germany's invasion of the Lowlands. 
ene vee aet 6 O8 [tt > mos. 5 Rs 1.50 The Patman anti-chain store bill has been killed 
a ie eee Awards (k). | May $328.9 $300.5 $308.5 in Committee. or 
» H. A. Mortgages 
Selected for Appraisalf........ June 109.4 129.2 101.5 Carloadings are at a new high for the current 
Accepted for Insurancef........ | June 84.4 719.9 82.3 year, and 14% above last year. Net income of 
Premium Payingt.............. June 54.4 53.6 60.9 Class | railroads in May amounted to approxi- 
Building Permits (c) mately $1,000,000, contrasted with a net loss of 
CLE eS ee ae aes May 110.2 97.8 95.6 $18,594,000 in the like month of 1939. If earn- 
PHEW. VOMIT. obsess oc ees May 16.1 24.8 15.9 ings in the second half year are as good as for the 
[ES ECS 7, SARS eg eae | May 126.3 122.6 111.5 final six months of 1939, 1940 will make the best 
Engineering Contracts (En);..... June 252.8 282.3 268.4 Ea He anne LET. 
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La‘est Previous Last 
1 Date Month Month Veu PRESENT POSITION AND OUTLOOK 
|| STEEL 
Ingot Production in tons*®....... May 4,841 3,975 3,295 . . . 
OOK ry lron Production in tons*....| June 3,805 3,514 2,373 “amen br lly = or — - 
i t ae i i... 
| ipments, U. S. Steel in tons May 1,084 908 796 like period of 1939, and a 30% increase is ex- 
| TOM pected for the full month, compared with a gain of 
—— only 19.3% in May and 28.7% in April. Prices 
Factory Sales................. May 391,251 432,746 297,542 | ' et "Ee a = Mr — 
6,000,- Total 1st 4 Months............ 1940 2,083,892... seem | woe Letenermeeeenreniniteen 
in eathe Registrations Pane pa the trade-in of a used car, and two out of every 
the like Passenger Cars, U.S. (p)........ May 341,791(pl) 348,594 280,834 three cars sold were used cars. 
= of leks, OS. OD) aco cvccccxces Apr. 54,831 53,093 45,084 + +* +* 
ual rate |} }-— 
business PAPER (Newsprint) Cigarette withdrawals during May established 
| Production, U.S. & Canada * (tons)..} May 413,770 355,224 335,887 a new high record for that month, and topped the 
| Shipments, U. S. & Canada* (tons).| May 423,353 352,546 359,078 like period of 1939 by 5.4% with five months 
I Mill Stocks, U.S. & Canada * (tons).| May 221,647 231,230 209,374 showing a 10% increase. The additional Federal 
ries are | e tax of 50c per thousand, which became effective 
held by F LIQUOR (Whisky) July 1st, has found immediate reflection in a 28- 
t; but a , Production, te rer May 11,504 11,223 7,972 30c advance in wholesale prices and a rise of Yee 
;, Com- fF] Withdrawn, Gals.*.............. May 5,848 5,793 4,866 per package in retail prices. Increases in other 
holesale Stocks, Gals.*.................. May 482,553 477,865 478,741 excise taxes, including liquor, have also been 
ta gain FF passed along promptly, and in full, to the con- 
f 2.1% || GENERAL sumer. 
ers’ in- || Paperboard, new orders (st). ...... Apr. 480,250 392,794 347,575 > aye 
with an |] Machine Tool Operations (pc). ...| May 92.5 93.4 63.6 
> is thus |] Railway Equipment Orders (Ry) It is estimated that 60% of machine tools in 
gures as |) POGOMOTING craic ces icosre ocree sobs June 31 20 8 private industry are over ten years old, and thus 
:¢ might RCS HE COIS aielo gies. c's 6 = rie ai aces June 4,235 2,081 1,324 obsolete; while most of the equipment in Govern- 
timated, [ LCC a re June 2 1 14 ment arsenals is over twenty years old. News= 
ng diffi- Cigarette Productionf............ May 16,275 14,820 15,445 print consumption in the U. S. during May was 
and tin Bituminous Coal Production * (tons).| May 35,468 32,962 17,927 11.1% above last year. 
to 40% Portland Cement Shipments* (bbls).) May 13,241 10,829 12,748 
Commercial Failures (c)........... May 1,238 1,291 1,334 
oe i WEEKLY INDICATORS 
hich the | L : 
test P. Y 
country | tii Week Week pe PRESENT POSITION AND OUTLOOK 
a against f 
gely a || M. W. S. INDEX OF BUSINESS ; 2 ; 
y hands || ACTIVITY 1923-25—100...... June 29 -97.7(pl) «97.2 86.9 While electric power output continues to 
caiaal register new all-time highs for this season, the rate 
si ELECTRIC POWER OUTPUT of increase recently has not been so steep as last 
ae wal Re We Pee Nese sca- ios Gevouabel hss ost tor aiener she's June 29 2,514 2,509 2,300 year and the margin of gain over 1939 has nar- 
rowed to 9.3%. Presidential nominee, Wendell 
alances. TRANSPORTATION L.Willkie predicts great expansion in consumption 
restored Carloadings, LOT) | i ean June 29 752,326 728,096 661,404 over the next five years. In the past sixteen years 
LETS ERAT eS eee een eee June 29 44,778 33,656 51,491 per capita consumption has risen 130%, as shown 
i ce June 29 123,540 133,864 104,670 by this Publication’s per capita index of Electric 
Rovest iO duGts sy 2's ocis a areeeweines June 29 35,884 34,237 33,010 . ‘ 
: : : ’ Power output, which now stands at 230, with the 
iduals in Manufacturing & Miscellaneous....{ June 29 309,397 447,577 258,155 1923-5 average taken as 100. Congress has ap- 
illions— LENA O00 saeco scsi/005) hase aoste June 29 149,432 148,782 153,457 | proved a measure directing TV A to reimburse 
Vee STEEL PRICES states and counties for about one-third of tax rev- 
stains Pig Iron $ per ton (m)............ July 2 22.61 22.61 20.61 enues lost through Government competition. 
over last Scrap’S per tom (mM)... 6.66 660-02 July 2 18.92 19.58 14.71 * * «* 
ihe Finished ¢ per lb. (m)............ July 2 2.261 2.261 2.236 
= Withdrawal of France as a customer has caused 
“er + notin a d Jul 9 75.0 a fractional sag in the steel operating rate to a 
sove last %o of Capacity week ended (m)....| July : 88.0 40.0 _| level 60% above last year. Since large domestic 
he week CAPITAL GOODS ACTIVITY users have ordered far ahead of immediate require- 
d with a (m) week ended................ June 29 87.7 86.1 68.5 ments and the automotive industry is beginning 
ent spurt = “ to slow down production preparatory to re-tooling 
s TROLE within a few months, some further slackening in 
reper ' 
lia Average Daily Production bbls.*..| June 29 3,640 3,846 3,463 steel operations may take place before the Gov- 
zn killed | Crude Runs to Stills Avge. bbls.*..) June 29 3,625 3,690 3,490 ernment’s defense program gets into full swing. 
Total Gasoline Stocks bbls.*...... June 29 95,142 97,276 80,418 a tee Me 
Fuel Oil Stocks, bbls. *.......... June 29 75,917 75,698 83,470 
2 current Crude—Mid-Cont. $ per bbl...... July 5 1.02 1.02 1.02 Further softness in gasoline prices reflects over- 
Crude—Pennsylvania $ per bbl....} July 5 1.73 1.73 1.48 . ; 
come of , : production and contracting exports. 
mena Gasoline—Refinery $ per gal...... July 5 .06 .06 061% 
t loss of t—Millions. *—Thousands. (a)—Federal Reserve 1923-25—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated long 
If earn- Bterm trend. (c)—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. (e)— 
s for the Dept. of Agric., 1924-29100. (ee)—Dept. of Agric., 1909-14—100. (En)—Engineering News-Record. (f}—1923-25—100. (g)— 
the best FChain Store Age 1929-31—100. (h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (k)—F. W. Dodge Corp. (m)—lron 
Age. (n)}—1926—100. (n. i. c. b.)}—Nat. Ind. Conf. Bd. 1936—100. (p)—Polk estimates. (pc)—Per cent of capacity. (pl)—Preliminary. 
(Revised. (Ry)—Railway Age. (s)—Fairchild Index, Dec., 1930—100. (st)—Short tons. 
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1 eye. 
Trend of Commodities 
Despite the fact that forward buying and inventory stock- impact of huge Government expenditures for armament. |} 
ing is going forward at an accelerated pace, impelled by is the timing of the effects, however, which remains obscure, 4) 
the fear of possible shortages once the defense program In the past there never was a war which produced a sub.f) "' 
gets under way, commodity prices for the most part continue _ stantial rise in commodity prices, but for that matter there}, 
to mark time. Among specific commodities, of course, has never been a war until the present one during which} R, 
numerous divergent trends may be detected but in the such vast powers of economic control were vested withB) Re 
main prices continue to hover near the lows of mid-May. It governments as exist today. As a consequence, it would bef} R« 
is not reasonable to suppose that pocorn | markets are — to virtually nullify the laws of supply and demand§| 
disregarding or underestimating the potentially inflationary by decree. om 
= Pr 
| Tin 
W 
3 HELE 
w 100} a bate 
r LABOR COST | | | | U. 
o PER UNIT OF OUTPUT | | 
x |i ttt i tad td tot) aim| | | ry td ‘LEA 
8 90 V4anud Fatal TTT | Pri 
- Van 1} || | U. 
iw i r+ 4 U 
= hd Fa Pol...) | | | . 
ra) rm] eat Portes redone teed | | Ste 
2 TTT tT ~ FINISHED PRODUCTS 
Ss 5 | cia OF LABOR INDEX | 
oll 2 a +4 a a | ZIN 
a x Al | | | Pri 
4 wW AVN | 
fe} 2 70}-+ Sar | U. 
a , 4 | | | | 
$ ot i MELLEL |v. 
te aR csERAEBERERR Ste 
: eee TTL LLL EL 
wi RAW MATERIAL PRICES || || SILI 
ra) M. WwW. S._INDEX See it Pri 
vi ; PTT TTT Mi 
1915 1920 1925 1930 1935 1940 JFMAMJJASONDIJFMAMJ JASOND 
1939 oe 
U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES i 
Spot Market Prices—August, 1939, equals 100 # 
1940 1940 Co 
High Low June28 July 5 : High Low June28 July 5 Ste 
28 Basic Commodities...... 124.2 110.0 110.1 110.8 Domestic Agricultural... ... 123.8 111.7 112.6 115.2 
Import Commodities... .... 132.9 112.4 112.9 112.4 Foodstuffs. . SESE AR AERO 120.0 105.4 106.4 109.1 
Domestic Commodities... .. 118.7 108.3 108.3 109.8 Raw Material............. 128.4 107.0 112.8 112.0 | wor 
= | Pri 
| 
Co 
—] HIDI 
Latest Previous Year | Pri 
Date Wi. evtide: Wh. estie. Ago PRESENT POSITION AND OUTLOOK | Vi: 
a ee - : eee. No 
atl, ~ I Bo 
COTTON Cotton. With liquidation of the July contract | 
Price cents per pound, closing supplying the impetus, all cotton prices weakened |} RUB 
BD cane ca catsiee ahocOwe aor July 6 10.04 10.42 9.45 at the close of the past week. While mill activity Pric 
BOPMBINDET ..ed.cs o ooce cds sewses July 6 9.45 9.19 8.86 continues satisfactory, support for a bearish atti- J) Imr 
BERR Sd cies ensccien$ atom aise July 6 10.71 10.73 9.83 tude toward cotton was favored by the logic of the 1 Cor 
(In bales 000's) severe damage inflicted upon the cotton export | Sto 
Consumption, U.S...............| May 636.5 623.9 606.1 prospect, to say nothing of the current rumors that |B} Tire 
Bxpoits; WKN & 5 ccosco sac sa nes July 5 42.4 16.3 27.4 no cotton export subsidy will be made for the |f Tire 
Total Exports, season Aug. 1 to....| July 5 5,947.8 5:905:4 37957.5 season which has just started. Export markets Tir 
Government Crop Est. (final)......| July 1 11,505  ...... 11,817(ac)| which have been practically eliminated since the |f-—— 
Active Spindles (000’s).......... May OF 217 22,301 21,970 start of the war accounted for nearly 44% of our COC 
cotton exports in the 1938-39 season. In the | Pric 
WHEAT face of this major fact, it is only too obvious that Ar 
Price cents per bu. Chi. closing the loan program supplies the main supporting || We 
RAS hee cate Bitn ORR | July 6 16%, TAY 6858 | factor for cotton prices. —— 
aL EO ee July 6 ag 145g 69% os. /COF 
Exports bu. (000's) since July 1 to.} June 29 147,852 145,244 139,678 Wheat. Heavy receipts of 1940 wheat in ff Pric 
Exports bu. (000's) wk. end....... June 29 2,608 703 2,276 primary markets were a depressing influence on |f Img 
Visible Supply bu. (000’s) as of...) June 29 85,496 85,098 171513 wheat prices. Indications are that the domestic | U. 
Gov't Crop Est. bu. (winter) (000's).| June 1 488,858 ...... 563,431(ac)| supply for the new season will be about the same [/—— 
as for the past season. Reports indicate a reduc- |] SUG 
CORN tion of several hundred million bushels in the Pri, 
Price cents per bu. Chi. closing European wheat crop, but the normal bullish effect f 
_ Date a SS rap APC July 6 6034 593%, 415g | which this prospect would exert upon domestic i 
Bemba es cele roe July 6 57 571%, 49%! prices is largely nullified by the uncertainties U. 
Exports bu. (000's) since July 1 to.| June 29 28,608 27,819 68,475 present in the course of military developments in U 
Visible Supply bu. (000's) as of...| June 29 24,938 24,595 29,521 Europe during the next several months. Crop | 
Gov't Crop Est. bu. (000's) (final)..| 1939 2,619,137 ...... 2,562,197(ac)| scares are to be reckoned with from now on. 
Bi refine 
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Latest Previous Year 
Date Wk. or Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 
nent, it} — . 
obscure, cOP: PER Copper. Prices have displayed persistent 
1 a sub. ie cents per Ib. weakness since the surrender of the French forces 
er there E hag OO Saale July 6 10% 11% 10 and customs smelters were quoting prices at 
5 wel aid oy : ane aa | July 6 10.50 Lio >, ieee 10.875 cents a pound at the close of the week, 
ad with ema al - annentte msisinie peal | May 86,029 80,964 68,536 with indications that this level might not hold for 
Id b “mea - 1 — eeeeenmn ss | May 69,467 68,665 51,225 long. The cancellation of part, if not all, of the 
vould be efined Stocks, lomestic iste eon ae | May 31 178,664 169,120 337,155 large French contracts for copper have struck a 
demand Copper Sales, Domestic*......... June 112,120 83,879 66,381 heavy blow at the price structure. 
TIN ; . * * 
— Price cents perlb.,N.¥..........| July 6 52.00 59.695 48.70 Tin. Confused by contradictory reports from 
a Tin Plate, price $ per box.........| July 6 5.00 5.00 5.00 London concerning the possible increase in the 
| World Visible Supplyt as of... ee 31,869 28,873 30.039 tin quota above 100%, prices have wavered and 
| | U.S. Deliveriest............000. | fone 9,295 7,905 4,925 | >vving interest hes been dull. 
| | U.S. Visible Supplyt as of ....... June 30 22,962 21,625 10,526 - * 3B 
; Lead. The lead market has been dull but 
| LEAD steady. This condition promises to exist for 
TT | Price cents per Ib., RNOOY fae ss July 6 5.00 5.00 4.85 several weeks at least as many large consumers 
| U. S. Production ee ee May 46,268 35,423 46,006 close plants and otherwise curtai! operations and 
OS SHiIpMents® >< 6c-c:si0cee cecin cs | May 46,919 46,496 40,124 consumption as a result of vacation schedules. 
7s | Stocks (tons) U. S., as of..........| May 31 62,955 63,610 129,270 me ‘ax oe 
IDEx | Zi Like copper, the zinc markets have 
vist | ZINC a tint Pro ecoe 
| Price cents per, St. Louis....... a * 6.95 6.95 4.50 manifested — over peg on of — 
LLIN Hl U.S Production’. .........s... Mey 58,979 54,601 48,308 | contacts. Unlike copper however, prices have 
| | U.S. Shipments*................ May 59,177 46,978 39.607 ret aed m Gaecces pacman loo 
eal tocks U. S. VA ars Caer ; . site aia eiitiaania 
| | Stocks U. S., as of May 75,036 81,234 133,075 at 67% in the latest week. 
a | SILK oe 8 
4 | Price $ per Ib. Japan xx crack. .... July 6 2.561% 2.68 2.56%. Silk. Consumption of raw silk in the United 
| | Mill Dels. U. S. (bales)........... May 18,997 21,740 26,150 States in the months of June was at the lowest level 
ah Visible Stocks N. Y. (bales) as of..| May 31 43,285 42,698 24,201 for any month since February, 1921. During the 
dhe past eleven months domestic silk consumption has 
tie (Yarn) | dropped 91,436 bales. 
tice Cents Per lO: «.....6. hee 'edees July 6 53 53 51 * * & 
Consumption (a)................- | June 31.1 31.9 33.0 : di 
: : : Rayon. The latest figures indicate that rayon 
Stocks as of (a)............... | June 13.2 12.5 33.3 producers are carrying inventories equal to only 
‘WOOL | about ten days’ supply. Stocks are down 
WP iercanret.uoe6y....| Jy 6 99 10a | 10000000 pownde om. yee sgn, i 
ean: Consumption, period ending (a)....| June 1 17.1 17.5 20.2 prices. ’ 
* * * 
———} HIDES 
| Price cents per Ib. No. 1 Packer...) July 6 121% 1114 11 — re ™ — is = peer ors 
OK Visible Stocks (000' ; will require huge quantities of wool as part of the 
isible (000's) as of ...... June 1 12,515 12,526 13,077 defense program, and the prospect that contracts 
eS. No. of Mos. Supply as of........ June 1 t5T 7.23 7.00 enutites weibis ‘atin in South America may be 
= Ill Boot and Shoe Production, Prs.*...| May 29,262 31,056 ~—«- 32,708 patna ess rhage od 
— 1 | ! ! ' ! cancelled, and supplies thus enlarged, have lower- 
‘akened | RUBBER ered wool prices. Buyers are wary. 
activity |} Price cents perlb................ July 6 20.62 21.50 16.36 : sa ea 
ish atti- | Imports, U.S.f.................. May 51,431 70,699 45,886 Hides. Visible supplies are the lowest in 
cofthe |} Consumption, U.S.t............. May 51,619 50,103 45,484 | thirty years. Shoe production thus far this year 
CRON, MrstOCKs!U. 0: , 45 OF. 605 0:6 bss a ae May 31 161,446 162,459 187,980 has declined by comparison with last year, owing 
ors that ff} Tire Production (000's)........... May 5,415 5,106 4,473 largely, however, to unseasonal weather. 
for the | | Tire Shipments (000's)............ May 5,720 5,010 4,800 -_. % 
markets Tire Inventory (000's) as of........| May 31 10,576 10,881 9,540 Rubber. The International Regulation Com- 
pe the | bona mittee raised the export quota for the final half of 
> OF our hi to 85% of basic. This action was gen- 
| . this year to lo g 
In the |f Price cents per Ib., July.......... July 5 4.69 4.68 4.04 erally accepted as co-operation with the United 
ous that Arrivals (bags 000's)............. June 352.4 271.6 197.8 States in aiding in the building of stores. 
porting Warehouse Stocks (bags 000's)....| July 5 1,082.4 1,063.7 1,414.5 = 
| Cocoa. Reports from Great Britain to the 
| COFFEE | effect that as a result of the war, markets for some 
heat in ! Price cents per Ib. (c)............ July 6 6% Tif 73/4, 300,000 tons of cocoa have been lost to West 
nce on | Imports, season to (bags 000's)....) May 1 12,762 11,569 12,624 African producers had a depressing influence on 
os U.S. Visible Supply (bags 000's)..) May 1 1,640 1,362 1,451 prices. Brazil is reported to be considering price 
e same |f control methods. 
1 reduc- ||] SUGAR ~ -* 
in the | Price cents per Ib. | Sugar. Domestic owners of raw sugar con- 
h effect MUM casita es vere iri posoun alse os July 6 2.70 2.75 2.93 tinue to wait, with some doubt, the outcome of 
jomestic Refined (Immediate Shipment)...| July 6 4.50 4.50 4.50 sugar legislation now before the present Congress. 
rtainties U. S. Deliveries (000)*........... AiWos. 8544 = scésex 2,001.7 Meanwhile, refined beet sugar prices have de- 
“" in | U. S. Stocks (000’s)* as of........ Apr. 30 2,319.4 —........ 1,995.1 clined to virtually the record low of 1932. 
rop 
a. | 
| t—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (¢}—Santos No. 4 N. Y. (pl)}—Preliminary. (rr)—Raw and 
refined. *—Thousands. 
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Date Week Week Ago COMMENT 
INTEREST RATES 
Time Money (60-90 days)........ July 6 114% 114% 114% Recent banking developments have featured a 
Prime Commercial Paper.......... July 6 h-%A% h-%4% Se-1% sharp increase in the commercial’ borrowings at 
Call Money woe eer crc esseeneccgee July 6 1% 1% 1% New York City Member Banks. The latest 
Re-discount Rate, N. Y........... July 6 1% 1% 1% figures of the latter group tecloms - ean of 
illi ded July 3, bringing 
CREDIT (millions of $) $24,000,000 for the week en y 3,6 
Bank Clearings (outside N. Y.)..... June 29 2,500 2,708 2,330 | the total outstanding loans to bccwsge a 
Cumulative year's total to......... June 29 65,472 _......... 59,020 and agriculture - $1,712,000,000. » cis 
i was $1,000,000 higher than the peak last Decem- 
Bank Clearings, N. Y............. June 29 3,224 3,282 2,607 b “phate “ “thon 9 1938. It 
Cumulative year's total to......... June 29 89.713... 78,080 | bet,andthe highest figure since Jan. 12, 1938. It ap- 
F. R. Member Banks pears to bea reasonable assumption that — re- | 
Loans and Investments.......... June 26 23,581 23,596 21,951 | Ccentexpansion in ——— a eggs 
Commercial, Agr., Ind. Loans...| June 26 4,399 4,387 3,833 part at least, more libera moniney Beeeree NOE | 
Sebel. ......0..-.-0000 June 26 309 309 303 | the impelling force of the national defense program. | 
Invest. in U. S. Gov'ts.......... June 26 =9,202 9,226 5,598 
Invest. in Gov't Gtd. Securities...) June 26 2,408 2,400 2,148 * * +* 
— Meanie 4 -65hsakanuss June 26 3,536 3,526 3,291 | 
emand Deposits............+. June 26 20,681 20,495 17,220 . 
Tie ORNS. « «sos cnn onee June 26 5,312 5,306 5,237 Also in the latest oo ~ —_ oe 
New York City Member Banks quired or in ogg onds - | 
Total Loans and Invest.......... July 3 9,973 9,277 8,959 | $1,000,000 in seal alles 
Comm'l, Ind. and Agr. Loans....| July 3 1,712 1,688 1,509 eestor pages “saclie paler heap ie Mae 
"sys lay 3 969 ‘216 501 sufficient to fully offset the decline in brokers | 
oe & Gov'ts sarNie = ae july 3 3.996 3.949 3.439 borrowings to a new record low and a decline of | 
Invest. in Gov't Gtd. Securities...) July 3 1,990 1,989 1.168 | $45,000,000 in portfolio holdings of Treasury | 
; $i ; a y 7 : j bills. Total loans and investments declined 
Other Securities.............4. July 3 1,289 1,286 1,234 ; 
Demand Deposits.............. July 3 9,563 9,621 8,089 $4,000,000. 
pid Oo] re July 3 683 671 1,004 ey. St, ee 
Federal Reserve Banks 
Member Bank Reserve Balance...| July 3 13,737 13,723 10,151 Reflecting the strong market demand, Federal 
Money in Circulation.......... July 3 7,924 7,780 7,100 Reserve Banks’ portfolio holdings of Treasury 
KGIMNOI fons orcs owen u July 3 20,063 19,871 16,136 bonds were lower by $19,987,000 and goldings 
Treasury Currency.............. July 3 3,014 3,012 2,880 of Treasury notes declined $3,393,000. Gold 
Treasury CA Serra teens © July 3 2,1 90 2,186 2557 stocks increased $192,000,000 in the latest week 
Gusess Reserves. .............. July 3 6,810 6,800 4,290 and excess reserves rose $10,000,000, gains in 
NEW FINANCING (millions of $) both cases having had the effect of raising totals to 
ae aimee aa tate June 111.6 111.9 283.0 | new highs. Currency in circulation is likewise 
© ae June 9.3 29.2 31.2 at a new high. 
LT ee ee ae June 102.3 82.7 251.8 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
1940 Indexes 1940 Indexes 
No. of 
Issues (1925 Close—100) High Low June 29 July 6 (Nov. 14, 1936 Close—100) High Low June 29 July 6 
309 COMBINED AVERAGE 67.1 45.3 49.3 49.2 100 HIGH PRICED STOCKS.... 68.30 49.40 52.67 52.71 
100 LOW PRICED STOCKS..... 58.80 36.43 42.10 41.89 
5 Agricultural Implements. .... 103.6 63.6 69.0 67.2 Pa | LC] bl ete a re 94.9 63:8 72.3 72.7 
GAMUMEMENS. .. oc..2 seve 28.8 15.8 166 16.6 4 Meat Packing............. 70.0 42.1 46.0 46.6 
15 Automobile Accessories.... 96.2 65.5 71.3 71.1 13 Metals non-Ferrous......... 158.4 107.2 112.5 114.2 
12 Automobiles... .....0....5.. 12.0 a7 8.4 8.5 OL AE Ia ol ar ae 194 18 123 125 
12 Aviation (1927 Cl—100)... 235.5 160.7 163.6 160.7x DO CUGICUIN.<...0 0.) <-si0 00s se 86.7 63.1 65.0 65.3 
3 Baking (1926 Cl—100)..... 12.3 7.9 92 9.2 18 Public Utilities............. 536 35.4 47.4 45.4 
3 Business Machines.......... 117.3 75.1 80:7 92:2 3 Radio (1927 Cl.—100)..... 12.9 71.9 8.8 8.5 
Ga NiS 3.655 6. 61as's-b 0 0s ve 174.1 120.5 128.9 130.6 9 Railroad Equipment......... 530 343 37:7 317 
DD GonstiCHION 6.65550 60050205: 33.6 19.4 21.4 921.5 DM MNNTIOIES 55 <6 0. 5:0.5.0:6.0100:4:40s' « 13.6 y 8.7 8.3 
SMSMININDIS cosine pose sre 251.1 168.6 188.0 187.7 PUNE ocreycesite-sstrsverk os 8aes-s 2.7 1.2 1.6 12:4 
9 Copper & Brass............ 103.6 67.4 69.2 67.4x Shipbuilding. «0.50004. 0500% 118.1 73.5 83.2 94.7 | 
2 Dairy Products............. 336 247 264 26.3 TAPS CIPBNION 6.0.5.0. Seite esos 85.9 59.6 66.2 65.6 
7 Department Stores.......... 909 4336 15.5 15:4 MIAN ass os ons erniore 32.7 18.3 20.1 19.4 
6 Drugs & Toilet Articles...... 58.4 361 38.2 39.0 9 Sulphur... 6666 earache 180.2 135.4 150.5 152.0 
2 Finance Companies......... 272.1 164.3 168.5 174.9 3 Telephone & Telegraph...... 415 305 35.4 34.1 
op pce ee 117.8 78.4 889 90.3 MON uUNGR oo iso oi aise oes eres 57.3 36.2 45.1 44.3 
DOGG CHOIRS § ois 5 cas ese koa 56.1 37.7 42.2 44.3 4 Tires & Rubber............ 15.3 8.4 9.3 9.3 
4 Furniture & Floor Covering... 56.9 32.6 35.8 35.7 MMS DREEO! oo. 55 elosteanereisesc 90.2 72.8 78.7 78.0 
3\Gold Mining...........+00. 968.7 551.4 571.0 567.9 PM RACUDN 8 oasis io etisioene able 43:55 32:7 365 413 
6 Investment Trusts........... 24.55 15.5 168 16.7 4 Variety Stores............. 248.3 177.2 194.3 196.5 
3 Liquor (1932 Cl_—100)..... 164.2 109.1 114.3 118.5 20 Unclassified (1939 ClL— 
tn) eee 116.2 81.0 90.7 90.6 ND ise starwars aenceseie! 103.9 67.3 72.0 71.8 
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Profit from Next Market Advance 


ODAY’S markets . . . after a consolidation 

phase such as the present one . . . compress 
in weeks bull and bear movements which formerly 
took many months. 


In your interests, therefore, you should strengthen 
your security portfolio now while the market is 
in a stalemate position. As a result, you will be 
prepared for the next decisive move in order to 
avoid losses and seize profitable situations. 


Opportunities for Profit 
Now Developing 
Recent important events in this country . . . poli- 
tical, industrial and economic 


tive. It is along these lines that ForECAST Ser- 
VICE can be of great benefit to you. 


For Capital Protection 

and Growth Possibilities 
Our first step in serving you will be to appraise 
your present securities and tell you what to con- 
tinue to hold and what to sell. Then... through 
specialized programs .. . fitted to your individual 
wishes, capital and objectives . . . you will be 
advised definitely what stocks to buy . . . potential 
market leaders selected by our analysts because of 
their strong technical position, intrinsic worth and 
outstanding prospects. Your com- 





. as they take hold, should 


mitments will be kept under our 


form an underlying favorable FORECAST SERVICE constant supervision and we shall 
trend which may have far- FREE advise you when to sell... when 
reaching effects of consider- Until Labor Day! to contract or expand your se- 


able advantage to the investor 

; Enroll now 
who plans ahead. Business ac- a th 
tivity is up 20% while the aver- Labor Day, 


ages are down 10%, brokers iia tee 


scription officially starts, you 


curity holdings. 


to take advantage 


Special Offer. By We would like to counsel you in 


when your sub- participating in the early stages 


+ ie ti of the next important market up- 


loans are at a new low, invest- proved your security position. move. You know from past ex- 





ment funds are plentiful and our 





perience what quick and substan- 





huge armament program should 
maintain and stimulate industry over the near and 
longer term. 


Opportunities for substantial profit with a mini- 
mum outlay are now developing, but accurate tim- 
ing and selection of your commitments are impera- 


tial profits can be made at such a 
time—short term profits of 5 to 15 points in 
selected stocks. 


Mail the coupon below—today. It is in such 
a period as the current one that the founda- 
tion for exceptional profits can be laid. 





e O UNUSUAL 

(Sept. 2, 1940) OPPORTUNITIES 
e O TRADING 
ADVICES 


We serve only in an advisory 
capacity, handle no funds or BARGAIN 

securities and have no finan- INDICATOR 
cial interest in any issue or 
brokerage house. Our sole 


losses and secure profits. 








THE INVESTMENT AND BUSINESS FORECAST 


FREE of The Magazine of Wall Street 

C7 ™ ¥ ‘ 
Service 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
t I enclose [] $75 to cover a six months’ test subscription [] $125 to cover a full year of The Investment 
oO and, Rusiness Foreeast with service starting at once but dating from Labor Day. I understand 
Lab that regardless of the telegrams I select, I will receive the complete service by mail. [] Check here if 
or FREE Air Mail is desired in the United States and Canada where it expedites delivery of our bulletins. 
Day! Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our 


Private Code after our Code Book has had time to reach you.) 


re a ROMMRIE orice cate cra baer eee en CAPITAL OR EQUITY AVAILABLE............. 
objective is the grewth of Q 
your capital and income ADDRBES ose Se tcesewe Kddsdiveddddedudedddddddecccceeddddeesedivncecdesuadecneccancscss 
through counsel to minimize I sc yi ts oe eee lee a ae aN ee ae rere July 13 


Continuous Consultation. Submit Your Securities for Our New War Market Analysis. 


Low priced Common Stocks for Market Appreciation. One or two wires a 
month, on average. Maximum of five stocks carried at a time. $1,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


Active Common Stocks for Shert Term Profit. One or two wires a month, 
on average. Maximum of five stocks carried at a time. $2,000 capital suf- 
ficient to buy 10 shares of all recommendations on arn outright basis. 


Dividend-paying Common Stocks for Profit and Income. One or two wires a 
month, on average. Maximum of five stocks carried at a time. $2,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 








STREET 











JULY 13, 1940 


431 











Aircraft Boom in Auto 
Industry? 





(Continued from page 407) 


Government should come around to 
the idea of cheaper standardized 
engines, there would be practically 
no limit to the speed with which 
they could be turned out. 

Packard is ready to start tooling 
for its Rolls Royce order, expects to 
spend $30,000,000 on the project. 
General Motors is pushing ahead 
with all its energies on its Allison 
engine, as well as in development 
work the details of which are not 
public. The company’s president, 
Mr. Knudsen, is in a position to 
know and utilize all its resources in 
the defense effort. Ford has turned 
down the Rolls Royce order, but is 
proceeding actively in the work of 
preparing for future needs both in 
engines and complete planes. Just 
before her surrender France had re- 
leased to this country her Hispano- 
Suiza engines, which are among the 
finest in the world. Chrysler or some 
other automobile maker could 
quickly swing into production of 
these motors. If the armament pro- 
gram is to be pushed as vigorously 
as now seems probable, next year 
will see the automobile industry the 
biggest factor in aviation. 





Answers to Inquiries 





(Continued from page 424) 


advise on 100 shares purchased at 364%4.— 
R. J., Philadelphia, Penna. 


For the three months ended June 
3, 1940, Collins & Aikman reported 
earnings of $1.22 per share on the 
common stock, which compares 
quite favorably with a deficit of 
16 cents per share in the similar 
period of 1939. The company is the 
leading manufacturer of wool and 
mohair upholstery fabrics, with 
about 65% of its output going to 
the automobile manufacturing in- 
dustry, 30% to furniture makers 
and the remainder to the garment 
trade. It is believed that sales to 
the automobile industry will hold 
relatively well since manufacturing 
activity in that field is expected to 
be at good rates over coming months 
and sales to the furniture trade are 
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likely to be at somewhat better 
levels. Accordingly, favorable earn- 
ings comparisons with year earlier 
results are expected, since volume 
should expand somewhat and cost 
of materials can be passed along to 
the consumer. Capitalization of 
Collins & Aikman consists of 42,459 
shares of 5% cumulative convertible 
preferred and 562,800 shares of com- 
mon stock outstanding. Finances 
are very satisfactory, the balance 
sheet as of March 2, 1940, the fiscal 
year end, disclosing current assets 
of $12,086,979, including cash of 
$3,562,376, as against current liabili- 
ties of $1,728,577. The current 25- 
cent quarterly dividend rate is be- 
lieved to be secure. With indications 
pointing toward reasonable earnings 
the shares may be held as a tem- 
porary expedient. 





Congoleum-Nairn, Inc. 


What are the near-term and far-term im- 
plications of German victories abroad for 
Congoleum-Nairn? Can supplies of cork and 
linseed oil be obtained from other than Euro- 
pean sources at prices which will protect 
profit margins? Please publish your current 
analysis of the shares. What is the sales out- 
look, profit margins, dividend prospects? Am 
holding 200 shares at 264%4—M. D. B., 
Wood’s Hole, Mass. 


It is not expected that Congoleum- 
Nairn will experience any great 
difficulty in obtaining raw materials 
as a result of German victories. 
Material costs will, of course, be 
higher, but it is likely that most 
of this increase can be passed along 
to the consumer in the form of 
higher prices, though price increases 
may be limited somewhat by com- 
petitive conditions in the industry. 
Congoleum-Nairn is a strongly en- 
trenched company and is the larg- 
est manufacturer of felt base floor 
coverings and linoleum. Sales im- 
proved in 1939 and earnings in- 
creased to $1.70 per share from $1.02 
per share reported in the year be- 
fore. It is expected that volume 
over coming months will continue 
this upward trend and earnings for 
the coming year should record fur- 
ther improvement of at least mod- 
erate proportions. Sales volume of 
the concern is primarily dependent 
on levels of consumer purchasing 
power, with about 85% of sales 
usually being for replacement pur- 
poses. Finances have been main- 
tained in a consistently sound posi- 
tion and the balance sheet as of the 





19389 year end disclosed working 
capital of $13,939,487, with cash 
alone being nearly three times 
greater than current liabilities. Com- 
mon stock outstanding in the 
amount of 1,243,000 shares com- 
prises the only claim on assets and 
earnings. Strong finances and the 
prospects for moderate improve- 
ment in earnings make for security 
of the current dividend rate. The 
shares are lacking in dynamic quali- 
ties, but might be held for the pres- 
ent at least. 





American Cyanamid 


Can you tell me how extensively Amer- 
ican Cyanamid has entered the plastics field? 
How much are these operations likely to add 
tu this year’s net? Does the new European 
set-up curtail this company’s exports? Please 
discuss the effects of the war on Cyanamid’s 
business in general. I would greatly appre- 
ciate your latest appraisal and recommenda- 
tron on 100 shares of the “B” purchased at 
35—Mrs. D. C. W., Peoria, Illinois. 


After recording a good gain in 
earnings in 1939, American Cyana- 
mid reported profits on its com- 
bined “A” and “B” shares for the 
first quarter of 1940 equal to 62 
cents per share as against 39 cents 
per share in the similar period last 
year, and estimates are that the 
second quarter of 1940 produced 
profits about equal to those of the 
first quarter. The company is en- 
gaged in producing a varied line of 
chemicals used extensively in the 
mining, automobile, textile, steel, 
rubber, drug and farming industries. 
A new plant has recently been 
started to produce commercially a 
resin plastic of a new type and this 
product should in time contribute 
a fair proportion of profits. Earn- 
ings of American Cyanamid vary, 
of course, with changes in industrial 
conditions but the record of the 
company has been quite good, due 
in large part to diversification of 
products and markets. The indus- 
try as a whole stands to benefit sub- 
stantially from the national defense 
program and American Cyanamid 
would be in a position to obtain a 
substantial portion of money spent 
for such purposes. The war has 
indirectly benefited the company by 
stimulating activity in industries 
on which it depends and any ad- 
verse effects on foreign business of 
the concern have doubtless been off- 
set by increased domestic sales. 
Financial position continues to be 
customarily strong and the balance 
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sheet at the 1939 year end disclosed 
cash alone of more than one and 
one-half times total current liabili- 
ties and the current ratio was better 
than four to one. The 60-cent an- 
pual dividend rate on the “B” 
shares, conservative in view of earn- 
ings, will likely be continued for the 
present and increases later would 
appear to be possible. The company 
has excellent growth possibilities 
and we believe that retention of 
the “B” shares will prove worth- 
while. 





Electric Storage Battery 


I have heard that the motor industry may 
decide to devote facilities to armaments 
rather than produce 1941 models. In this 
case, would new mechanized units utilize as 
many batteries as have been sold to the auto- 
mobile industry? In short, I am anzious to 
know if Electric Storage Battery’s sales can 
be maintained at 1939-1940 levels. Please 
treat of this phase and advise what to do 
about 135 shares purchased at 32—A. C. S., 
Concord, N. H. 


Electric Storage Battery reported 
earnings of $2.01 per share in 1939, 
nearly double the $1.04 per share 
earned in the preceding year. The 
company is the leading domestic 
manufacturer of storage batteries, 
its products being distributed under 
the well-known names of “Exide” 
and “Willard.” About 60 percent of 
output normally goes to the auto- 
mobile industry for original equip- 
ment and replacements, with sales 
for replacement purposes being 
fairly stable and affording a com- 
paratively steady source of income. 
Batteries manufactured are also 
used extensively in the public util- 
ity, railroad and aviation industries, 
as well as by the United States 
Navy. In addition, the company 
has sizable investment holdings 
which further augment earnings. 
Aithough operating in a_ highly 
cyclical industry, the record of the 
company has been rather good and 
earnings have been reported even 
in the worst of the depression years. 
Competition has become increas- 
ingly keen in recent years but a 
strong trade position has been held 
by aggressive advertising and main- 
tenance of high quality in its prod- 
ucts. Capitalization consists of a 
small issue of 1,256 shares of 1% 
cumulative convertible participating 
preferred followed by 906,554 shares 
of common stock. Finances have 
been maintained in a consistently 
strong position. Continuation of 
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RESOURCES 


. $1,467,007,452.80 
U. S. GovERNMENT OBLIGATIONS, DIRECT 


CasH AND DvuE From Banks 


AND FULLY GUARANTEED . 1,039,030,754.02 
STATE AND Municipat SECURITIES . 127,895,549.51 
Stock oF FEDERAL REsERvE Bank. 6,016,200.00 


OTHER SECURITIES. 151,938,094.22 
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Loans, Discounts AnD BANKERS’ 
ACCEPTANCES 607,858,800.76 
32,773,713.63 
8,126,541.88 
10,677,143.08 
11,944,699.23 
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100,270,000.00 
33,820,953.64 
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2 RAID TT c7 
§ $3,472,779,485.72 
? ————s 
D 

) United States Government and other securities carried at 

) -_ - . 

( $141,972,500 are pledged to secure public and trust de- 

” posits and for other purposes as required or permitted by law. 

/ 

? 7 ee 5 ; : 

) Member Federal Deposit Insurance Corporation 


- ° ee 





Pn A a a a Ee 


SESE 




















In the Next Issue... 


CHANGING PROFIT PERSPECTIVE 
IN NEW INDUSTRIAL OUTLOOK 














Borough of BROOKLYN 


RESOURCES 
oe ale a, rea $3,049,781.66 
eS eS eae 18,960,096.94 
U. 8. Government Bonds..... 19,162,244.39 
N. Y. State & City Bonds..... 5,317,536.12 
OS ae eee 9,512,821.09 
PE cic sehp eens orice sos 681. 
Bonds and Mortgages........ 1,656,470.45 
Loans on Collateral Demand 
SO ED. oso 00h 48506 2,283,648.64 
Das PUTMAN ¢..40000secee 1,117,175.57 
SE ED os a:0:p 6p 0:4-0:) > 45 1,304,749.79 
ere ee 679,784.7 
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KINGS COUNTY TRUST COMPANY——| 
342, 344 and 346 FULTON STREET 


Statement at the close of business June 29, 1940 
CAPITAL. .$500,000.00 SURPLUS. .$6,000,000.00 UNDIVIDED PROFITS. .$575,000.00 





Our main office is our only office and makes available te its depositors every facility and 
accommodation known to modern banking. Make it your banking home. Member Federal 
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EE 6 Sab vate obsaun cease $500,000.00 
RG wawa bowed + ence es 6,000,000.00 
Undivided Profits .......... 575,191.37 
Due Depositors ............ 65,596,767.01 
Checks Certified ........... 9,282.24 
Unearned Discount ......... 3,949.28 


Reserves for Taxes, Expenses 
and Contingencies ........ 1,165,511.58 


Official Checks Outstanding. . 90,289.04 
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the present $2 per share annual divi- 
dend rate is expected and may be 
supplemented later on by extras. 
Both sales and earnings have been 
at somewhat better levels recently 
and are expected to continue this 
trend over early months. At cur- 
rent levels the shares return a rea- 
sonable yield and have promising 
appreciation possibilities. Retention 
is recommended. 


Champion Paper & Fibre Co. 

With paper prices firming in view of the 
shutting off of Scandinavian pulps and re- 
cent earnings reported almost three times 
better than last year, how do you account 
for recent weakness in Champion Paper 
shares? It would seem to me that with prac- 
tically the entire output contracted and the 
new Texas plant ready to operate, the price 
of the stock does not fully reflect potential 
advantages. Am I right? Further, would you 
average up on 139 shares purchased at 29%? 
—P. R. B., Cape May, New Jersey. 

Earnings of Champion Paper & 
Vibre for the fiscal year ended April 
50, 1940, are not yet available but 
will probably be something more 
than $2 per share which would 
compare with a deficit of 3 cents 
per share reported for the preced- 
ing fiscal term. The company is a 
leading manufacturer of book paper 
and other specialties such as card- 
board, milk and butter dish con- 
tainers and has several important 
contracts with magazine publishers. 
Because of the concern’s strong posi- 
tion in the printing paper division, 
sales are relatively stable and the 
concern has had a better record 
than most in this industry, the defi- 
cit for the 1939 fiscal year end be- 
ing the first since the fiscal period 
ending in 1933, Advertising activity 
does, of course, influence sales vol- 
ume and it is expected that sales 
will be at relatively good levels over 
coming months which, aided by 
firmer prices because of stoppage of 
pulp from Scandinavian sources, 


should further aid net earnings. 
The new mill in Texas has recently 
been placed in operation and is ex- 
pected to add considerably to earn- 
ings. Most of the output of this 
plant has been contracted for for 
some time ahead. Finances have 
been maintained in a strong posi- 
tion. Two dividends totaling 40 
cents per share have been paid so 
far in 1940 and further distributions 
are likely in line with earnings. On 
the basis of earnings outlook, the 
shares have a good degree of specu- 
lation appeal at current levels and 
we therefore feel that retention of 
your holdings is advisable. We 
would suggest, however, that addi- 
tional purchases be postponed until 
the near-term outlook for the mar- 
ket has become clearer. 





As I See It! 





(Continued from page 391) 


Germany and Italy—through whom 
il is rumored peace overtures were 
begun. So violent has been the re- 
action against such a possibility that 
Chamberlain was forced publicly to 
disavow these intentions. 

Nor can we forget that after 
Munich—in spite of Chamberlain’s 
expressed determination to rearm 
rapidly—practically nothing was 
done by the British Government to 
overcome the overwhelming weak- 
ness in the air until Lord Beaver- 
brook was made Minister of Air- 
craft Production on May 14, 1940— 
nine months after war was declared 
on Germany. We can well ask 
whether the other necessities of mili- 
tary preparedness have been equal- 
ly neglected. 

The failure of the British in Nor- 
way,—the false statements in re- 
gard to the naval battles in the Kat- 
tegat and the laying of mines;—even 


the success of recent attacks of the 
Royal Air Force on German objec- 
tives are placed in doubt when the 
sardonic Nazi radio pokes fun at 
these attempts. 

The collapse and surrender of 
France did not leave a good taste 
in our mouths either. Here too the 
discredited Daladier Government 
was succeeded by Reynaud just as 
Churchill succeeded Chamberlain in 
England. Daladier also remained 
in an important post and when the 
crucial moment came, the Axis 
friends, headed by Laval through 
their control, swung support to a 
Hitler peace. 

The thrill we experienced over 
the strategic British success in de- 
stroying the potency of the French 
fleet for the Axis powers is tempered 
by doubts. Why didn’t the English 
act as decisively and aggressively in 
Norway? Cynically we ask our- 
selves, does this naval victory mean 
that England will fight with every 
ounce of strength? Or, was this ad- 
venture undertaken for the purpose 
of securing better peace terms? 

Under these circumstances, there- 
fore, it is excusable if we question 
motives and hesitate to deplete our- 
selves of our small store of arms, 
although we realize how essential it 
has become for us today to prevent 
the conquest of England. 

The elimination of Chamberlain 
—of the Hoares and Simons—would 
give us the confidence necessary to 
produce the enthusiasm we need if 
we are to collaborate with England 
adequately, without reserve, and 
put our hearts in it. 


And Now— 


Every day events take place that 
point to new and devious bargain- 
ing. It is well to keep in mind that in 
spite of his services to Hitler, Mus- 
solini has received but small reward 
and very little territory commen- 
surate with his aims in the Medi- 
terranean. At the same time it is 
interesting to note that General Mit- 
tichauser, Commander in Chief of 
French forces in Syria, who up to 
the other day defied the orders of 
the Bordeaux Government to lay 
down arms, has now—after a flying 
visit from General Weygand— 
agreed to a role of inactivity. 

It looks as though some heavy 
bargaining has been going on be- 
tween the French and the Germans 
—at the expense of the English and 
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the Italians? I wouldn’t put it past 
these adventurers. 

As matters stand today, the in- 
jection of Russia into the Balkans 
calls for a change in Nazi plans. 
Count Ciano’s visit to Hitler has, in 
my opinion, more to do with the 
new situation in the Balkans than 
with Germany’s plan of attack on 
the British Isles. 

Italy’s meagre military assistance 
in France and her inactivity during 
the British attack in an attempt to 
capture the French fleet is continu- 
ing evidence that Mussolini does not 
wish to participate in active war- 
fare. Certainly, he has a good ex- 
cuse as a result of the progress the 
Russians have made in Southern Eu- 
rope. 

Hitler has undoubtedly taken a 
very realistic view of the Italian po- 
sition for up to now the Nazis them- 
selves have not taken chances but 
have proceeded only when they felt 
assured that victory awaited their 
efforts. I am certain that Mussolini 
in presenting the weakness of his po- 
sition has not failed to point out to 
Hitler that he could not afford the 
necessary risks either. And yet, be- 
cause of this factor, I] Duce has been 
obliged to content himself with a 
smaller portion of France than it is 
known he coveted. 

It would seem therefore that Hit- 
ler turned to France for the as- 
sistance he required in the Mediter- 
ranean. Certainly the possibility 
that England would attempt to “cap- 
ture” the French fleet occurred to 
him also—since the disarmed French 
fleet was an invitation to the Brit- 
ish to come and get it. As a result 
of this attack the French Govern- 
ment could cast aside its few re- 
maining scruples and openly join 
hands with the Nazis in an attack 
on the British Empire on the excuse 
of retaliation. 

Has the greed and the natural ar- 
rogance of the Germans when they 
believe they are top-dog, caused 
them to make a great blunder as far 
as France is concerned?—for to re- 
arm beaten Frenchmen is a danger- 
ous thing. The heads of more sacred 
rulers than those who run France to- 
day have fallen under the guillotine. 
However, the necessity for a short 
war is causing the Nazis to take 
their first serious risk. 

At present Germany is greatly 
extended on the Western Front. The 
advertised date of her blitzkrieg on 
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ASSETS 
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Gold Abroad or in Transit......... 
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the British Isles is July 15th. She 
will have to make a terrific effort and 
lavishly expend her store of war ma- 
terials. And already Russia is wait- 
ing on the Eastern Front—an un- 
protected Nazi frontier from the 
Baltic to the Black Sea. Will the 
German war machine be efficiently 
equipped, if and when she conquers 
England,—to turn on Russia? Is it 
worth the risk? 

What Stalin is banking on is the 
fact that while Germany has secured 
all the raw materials and productive 
capacity to feed a war machine, she 


has not secured the quantity of food- 
stuffs necessary to feed the German 
people—let alone feeding the people 
in the conquered lands. 

History is full of the tales of 
mighty men willing to exchange their 
entire wealth for a loaf of bread. A 
period of great famine is bound to 
come to Europe this year. 

The truth of Stalin’s intentions is 
found in the sequestering of food- 
stuffs—the huge quantities of sugar 
and Bessarabian soya bean crop on 
which the Germans have already 
paid ten million dollars—and which 
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has been taken over by the Russian 
army. This contradicts the belief 
so many have in the friendliness of 
Stalin toward Hitler at the present 
time. 

Also, Russia knows that the sym- 
pathy of the Moslem world is with 


Britain against the Nazis. And it 
only needs one or two British suc- 
cesses—like the capture of the 
French fleet—to rouse them in her 
behalf. 

Stalin is an Asiatic who can bide 
his time and wait for events to shape 
themselves clearly before he takes 
definite action—as is evidenced by 
his recent move in the Balkans. Let 
us not forget that in spite of his 
agreement with Germany he has re- 
frained from building up the trans- 
portation facilities leading into Rus- 
sia that were necessary to carry 
foodstuffs and other supplies to Ger- 
many—and which would also have 
acted as an important strategic net- 
work for troop and supply trains in 
case of war between the Nazis and 
the Soviets. 

It is recognition of the situation 
above touched on in outline that has 
aroused realistic American observers. 
For if Germany believes Russia 
would be too difficult to tackle she 
will look to the Western Hemisphere 
to supply her needs. 

The conquest of the British Isles 
would therefore put the Nazis in a 
position to tackle us next. And if 
the Peace Party gets the upper hand, 
the might of England would be 
turned against us too. 

In addition to the established 
bases in South America, the Ger- 
mans would control the French, 
Dutch, Danish, English (which in- 
clude Canada) Colonial possessions 
—which could be used as a spring- 
board for demands—then attacks— 
against an unprepared United States. 

It is very evident that we must 
defend the British Isles. To think 
anything else is shortsighted and 
would bring the greatest disaster 
upon this country and its people in 
every walk of life. But—that is not 
enough. We must pursue the realis- 
tic policy of alliances involving basic 
self-interest on both sides,—and even 
alliances of convenience where ne- 
cessary. 

The British seem to have recog- 
nized this almost too late in their 
attempt at rapproachement with 
Russia. If the United States would 
do likewise without the same delay, 
the combine to destroy the Nazi 
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menace would have been evolved. 

Russia and the United States have 
mutual interest in holding Japan in 
check—and Russia and the United 
States have mutual interest in hold- 
ing Hitler in check. Such an alliance, 
therefore, would rest on a sufficiently 
solid basis so that we could afford to 
overlook the differences in political 
ideology. Thus a _ British-Russo- 
United States alliance would be 
powerful enough to bring in the 
many nations trembling in anticipa- 
tion of the Nazi overlord. 

We must face the fact that if we 
hesitate and fail to see things clear- 
ly—and with realism—if Germany 
conquers England we may expect an 
economic upheaval of such tremen- 
dous proportions as to destroy our 
existing institutions. And the plan 
for dividing the world among the 
three great powers—Germany in 
Europe, Japan in Asia, and —?— 
in the Western Hemisphere, will be 
established beyond remedy! 





Mid-Continent Petroleum 
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were very satisfactory in the light 
of industry conditions at the time 
and in only two years of the entire 
13-year period did the directors fail 
to make some dividend payment to 
the common stockholders. 

While 1939 earnings, which were 
equivalent to $1.43 a share of com- 
mon stock, did not set a new high 
record, they were nevertheless ma- 
terially better than those of 1938 
which were equal to but $0.56 a 
share. During the first quarter of 
1940, despite the poor business of 
the petroleum industry as a whole, 
Mid-Continent earned $1,454,678 or 
the equivalent of $0.78 a share in 
the period as compared with a loss 
of about $0.02 a share in the first 
quarter of 1938. Steady crude oil 
prices as well as a heavy demand 
for burning oils contributed to the 
strength of the 1940 statement as 
did the reverse of this situation ac- 
count for the poorer showing of 1939 
and the whole of 1938. Given fairly 
sustained crude prices for the next 
several months it is likely that 
half-year results will continue the 
improvement shown in the first 
quarter. 

The astuteness of the manage- 
ment is amply indicated by the 


continued strong financial position 
of Mid-Continent Pete. At the close 
of 1939 cash items alone—which 
amounted to more than $10,607,000 
—were three times as great as total 
current liabilities of $3,349,310 and 
total current assets of nearly $23,- 
600,000 were nearly seven times 
greater than the quick debt. 

While Mid-Continent Petroleum 
is one of the best entrenched of the 
smaller oil companies, the industry 
itself is not in a particularly strong 
position at this time and accord- 
ingly all oil shares—including Mid- 
Continent Petroleum—are in rela- 
tively poor demand. The question 
of heavy stocks of gasoline, the 
probable further slackening of ex- 
port demand and rising costs of 
operation all indicate that the indus- 
try as a whole will make a rela- 
tively poor showing this year. If 
the gasoline price structure stays as 
firm as it has been for the first half 
of the year there is some possibility 
that earnings in general will be bet- 
ter than expected. Given an even 
break in conditions, Mid-Continent 
Pete will make as good a showing 
as any of the oil companies and ac- 
cordingly it would seem that current 
market prices for the shares dis- 
count the most adverse situation 
likely to prevail for the balance of 
the term. This is true of Mid- 
Continent Pete and companies in a 
similar position but the larger units 
may be hard hit by the unfavorable 
foreign situation where they—unlike 
Mid-Continent Pete—have exten- 
sive investments which normally 
furnish a large part of their annual 
income. 





Economic Mobilization of the 
Western Hemisphere 
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Europe than with the United States 
in the past, with Germany, Great 
Britain and ourselves forming their 
principal customers and _ suppliers. 
During the last few years Germany 
has gained at England’s expense. 
Since the beginning of the war these 
gains and a good deal more have 
been lost, while the trade with En- 
gland has been seriously threatened. 
In the world to come it is not hard 
for South America to see how vital 
our business, friendship and aid can 
be. 
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Fear of the Nazi threat has re- 
vived much of the amity toward the 
United States that South America 
had lost in prior years. It is our 
duty to see that no details of the 
plans for hemisphere defense shall 
jeopardize this feeling. We must 
realize that one small unsympathetic 
nation would afford Germany all the 
opening she would need. And as has 
been said before, we must be ready 
to pay for the benefits to be received 
-—provided we decide they outweigh 
the cost. 

Since time is the essence of this 
defense, and the financial weaknesses 
of our neighbors are the Achilles 
heel of the whole hemisphere, United 
States money must go to help in the 
form of loans without waiting for 
the development of a cartel system 
Afterward, whether the war is still 
going on or not, we must put Ameri- 
can capital to work, with proper as- 
surances and on a basis of sharing 
with domestic capital, in building 
up new industries in Latin America. 
The gold which is one moment ac- 
cused of being worthless and the 
next hailed as the eventual recon- 
structer of Europe can be used no- 
where to better advantage than in 
South America. 

Where the interests of the two 
continents clash, as in the case of 
farm products which we sell in com- 
petition with South America, the 
solution is very difficult. The Amer- 
ican public is fed up with tricky 
schemes to hold up prices and res- 
trict production. Yet it looks very 
much as though the people are go- 
ing to be asked to swallow another 
temporary dose of it, for a much bet- 
ter purpose than those of the past. 
And there is a good chance that in 
the execution of the whole cartel 
program we might have the coopera- 
tion of an England fighting despa- 
rately — perhaps from a Canadian 
last ditch—to retain her place in the 
sun. If so, the aid will be invalu- 
able, for British contacts and influ- 
ence, British control of the mechan- 
ical and banking facilities of world 
markets, is something that can be 
built up only over long years of ex- 
perience. 

There is one thought to be kept in 
mind when considering the objection 
that the United States and Latin 
America possess competitive rather 
than complementary economies and 
therefore can not cooperate. We 
have insisted for years upon the de- 
sirability of an export balance; in 
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fact we call it a “favorable” balance 
of trade when we are selling more 
abroad than we are buying. But 
Germany looked at it the other way 
around. She wanted to import more 
than she exported. And the prin- 
cipal difference between the two na- 
tions was that we had millions un- 
employed while Germany was using 
ali her manpower in her armament 
drive. When a nation has idle men, 
it is natural to resent imports which 
take away their chances of securing 
jobs. When every man is employed 
and there is need for more hands, 
one way of securing the same effect 
is to increase imports which repre- 
sent productive labor performed 
elsewhere. 

As confirmation of this, it may be 
noted that imports of the United 
States vary directly with the level 
of national income, while exports 
are by no means so consistent. And 
it suggests that the ideal solution, 
over the longer term, of our problem 
of strengthening South America aud 
the hemisphere is to put our own 
unemployed back to work and set 
in motion the process of rising im- 
ports. If our domestic armament 
program can do this, it will have 








senuaiaiiiiaal far more than the 
manufacture of guns and ammuni- 
tion. It will enable us to direct our 
buying power to the spots where it 
is sorely needed and to strengthen 
our southern neighbors past all 
chance of attack from without. 

As for the immediate future and 
the part to be played by the Havana 
conference, it is impossible to pre- 
dict except in terms of personal 
opinion and hunch. For one thing, 
the events of today and next week 
will play a major part in shaping the 
attitude of the delegates. Already 
some of the fear roused by fifth col- 
umn activities in South America has 
been offset by a threat from Ger- 
many that any ill treatment of her 
nationals now will receive prompt 
retribution when she gets around to 
that continent. Perhaps some of the 
delegates will be disposed to knuckle 
under without a fight. Perhaps some 
will take the conference primarily as 
an opportunity to get something for 
nothing from Uncle Sam. 

The biggest doubt, however, is 
public opinion right here in the 
United States. The people are like- 
ly to be asked to do a good many 
unpleasant things in the entire de- 
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fense program. Among them must 
be placed the dispatch of more 
money southward on the heels of 
that already lost, and creating more 
bureaucratic controls over produc- 
tion and prices as successors to those 
which have fumbled along for years 
in the United States. The questions 
are two: Is the objective worth the 
cost? And can the public be made 
lo see the necessity .. . before too 
late? 





War Threatens Woolworth 
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1929; while profit per store was only 
$9,047, against $13,570 in 1929. 
Actually, 1929 was not the com- 
pany’s peak year in either respect, 
for 1927 sales per store had been 
$172,519 and profit per store $16,805. 

Evidently Woolworth’s successful 
experiment in raising its price limit 
to $1 has brought about a partial 
recovery in sales, on a per store 
average basis, for the difference be- 
tween 1939 volume of $157,763 and 
average volume of $145,339 in 1936, 
or $135,733 in 1935, cannot be ac- 
counted for by difference in general 
business conditions. As average net 
income per store last year, however, 
was less than in either 1936 or 1935, 
it cannot be said that better average 
sales results have yet brought any 
proportionate betterment of do- 
mestic earnings. 

The fact is that, to undiscerning 
eyes, the long term increase in Wool- 
worth’s foreign revenues—the bulk 
coming from the British Isles—has 
concealed long term shrinkage in 
domestic profits. Taking two good 
years for comparison, the company’s 
total net income in 1929 was $35,- 
664,000 and was $33,386,000 in 1937; 
but if dividend income from foreign 
subsidiaries were eliminated from 
the picture, these comparisons 
would be net of $31,143,000 in 1929 
and of only $24,238,000 in 1937, or 
a decline of more than 22%. 

Although the company’s cash 
position is exceptionally _ strong, 
earnings and earnings trend are the 
paramount investment  considera- 
tion. Moreover, when dividends 
call for more than $23,000,000 a 
year, there cannot be unlimited as- 
surance of their continuity at the 
present $2.40 rate just because cash 
shown by the last balance sheet was 
$22,620,000. 


It should be emphasized again 
that the writer is not predicting 
disaster for Woolworth’s English 
subsidiary nor termination of the 
income therefrom. Neither is he pre- 
dicting that it will escape all harm. 
He is, in fact, predicting nothing, 
because nothing can be predicted in 
the outlook for England. All that is 
brought out here is simply that the 
future status of an important por- 
tion of Woolworth’s income has re- 
cently become highly conjectural. 

Whether the worst contingency in 
any situation comes to pass or not, 
it is worth while at least to take it 
into account in figuring where one 
may stand. Without the dividends 
provided by the English stores, 
Woolworth’s net last year would 
have been approximately 90 cents a 
share less than was shown, or $2.12 
per share against $3.02. On an ave- 
rage, moderately more than 75% of 
net income is paid out in dividends. 
If this proportion were calculated 
on earnings, without the British 
revenues, the supportable dividend 
would be somewhere around $1.60 
instead of $2.40; and the yield on 
this basis, taking current price, 
would be 5% or somewhat less than 
is now available on various sound 
merchandising stocks which are sub- 
ject only to domestic contingencies. 





Who Will Make the Money 
in Record Diesel Year? 
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participating fully in all of the avail- 
able business for Diesel engines. 
National Supply Co., through its 
interest in oil well equipment, 
parallels both Ingersoll Rand and 
Worthington Pump in sales in 
those particular companies’ fields, 
but goes somewhat further through 
the ability of its subsidiary—Na- 
tional Superior—to build a full line 
of Diesel engines with speeds of any- 
where from slow to high and with 
outputs as high as 1,000 hp. or more. 
National Superior’s products are 
adaptable to any field of operation, 
including larger marine installations 
where remarkable gains were regis- 
tered last year. Chicago Pneumatic 
Tool Co. caters only to industry 
with its Diesel products which con- 
sist of a high speed engine available 
in horse-powers ranging from 100 to 


1,000. The high speed engine is 
highly adaptable to many uses other 
than industrial and Chicago Pneu- 
matic may possibly receive orders 
from other sources in the event that 
the industry’s not too large produc- 
tion facilities are taxed to capacity. 


The leading manufacturer of 
automotive Diesel engines is Gen- 
eral Motors who makes engines for 
all other consumers as well in all but 
the lowest speed range but with 
output as high as 1,000 hp. The 
GM, 2-cycle Diesel engine is consid- 
ered to be the most efficient type as 
compared with the more conven- 
tional 4-cycle engine, since it offers 
2 power strokes for 1 of the 4-cycle 
machine. Chrysler, Caterpillar Trac- 
tor, Continental Motors, Waukesha 
Motor and Mack International also 
make Diesel equipment designed for 
automobiles. 


The railroads have taken the 
Diesel to their hearts—especially for 
switching engines where twenty-four- 
hour-a-day service is demanded—and 
for the new “Streamliners” which 
offer excellent publicity as well as 
passenger comfort and efficient oper- 
ations. Up until recently most of 
the fast Diesel locomotives were 
coupled through the medium of elec- 
trical generators and motors, but it 
is now claimed that the Diesel can 
be coupled direct and thus affect 
large savings in original costs, main- 
tenance and service. This should 
further stimulate railroad demand, 
which has been the smallest of any 
group to date. 


Demand for marine installations 
has been sharply improved by or- 
ders from the Maritime Board and 
as a result last year’s sales of en- 
gines probably were larger than 
those for automotive equipment for 
the first time. Estimates place 1939 
sales at about 12% of the total dis- 
tribution as compared with less than 
8% in 1937. With the largest part 
of the world’s newer shipping using 
Diesel power the lag in the use of 
this method of power production by 
American shipbuilders has been more 
surprising than the sudden increase 
in demand. This end of the Diesel 
business will experience not only 
great commercial growth but also 
sharp expansion for naval units 
ranging from submarines to all but 
the largest of the fighting craft. 

While the demand for Diesels 
from the Public Utilities seems to 
have reached at least a temporary 
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saturation point, small electrical 
generating plants for locations be- 
yond the power lines and as standby 
equipment for hospitals and other 
institutions is growing rapidly. This 
field seems to offer the Diesel manu- 
facturers the greatest opportunity 
for secular growth and as such is 
being heavily exploited. Increased 
appreciation of the Diesels virtues 
will come with use and promises the 
industry the brightest future of any 
of the current “growth” industries. 





What War Taxes Mean to 
Investors 





(Continued from page 402) 


cupied almost entirely, as far as 
military business goes, in turning 
out planes for Britain. With sub- 
stantial reduction or termination of 
British business, however, and di- 
version of released capacity to the 
filling of U. S. Government orders, 
the industry’s profits would be sub- 
jected to material contraction. It is 
worth noting in this connection that 
some companies, including United 
Aircraft and Glenn L. Martin, re- 
ported net incomes last year run- 
ning as high as 17 and 18 per cent 
of sales. 

The lowering of allowable profits 
comes as something less of a blow 
to the shipbuilders since these con- 
cerns were already earning less than 
the newly specified limit—though 
the lower ceiling will not make mat- 
ters any easier for them. The pros- 
pect of comparatively greater in- 
creases in volume of work, though, 
is a mitigating factor here. 

The primary purpose of defense 
taxes thus far enacted and soon to 
be supplemented is, of course, to 
raise at least a substantial part of 
the revenues that will be required 
for the huge armament expenditures 
of the next few years. Similarly, 
profit limitations on naval and air- 
craft contracts (apart from sub-con- 
tractors of naval and aircraft firms 
dealing with the Government, no 
other industries have as yet been 
made subject to these limitations) 
are designed to hold down the cost 
of the defense program. These meas- 
ures, however, have another major 
purpose; that is, to insure that no in- 
dividual, corporation or business en- 
terprise shall profit unduly from the 
nation’s defense efforts. 

The latter purpose is 
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entirely 


commendable but should not be car- 
ried so far that it conflicts with the 
progress of the defense program or 
with another legitimate and desir- 
able goal of legislation of this sort— 
that of stimulating output of the 
vital defense industries and of di- 
recting industry’s defense efforts. 
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price of African copper, admittedly 
among the cheapest to produce in 
the world. 

Cerro de Pasco has another 
favorable fact that has served to 
keep copper production costs low. 
That is the unusually high pre- 
cious metal content of the most 
abundant copper ore. In addi- 
tion to the 74,878,473 pounds of 
copper, 52,896,176 pounds of lead 
and the 21,087 tons of zinc concen- 
trates produced by Cerro de Pasco 
last year the company also produced 
12,168,901 ounces of silver, 79,557 
ounces of gold and an undisclosed 
but nevertheless important quantity 
of bismuth. All of the precious met- 
als were sold in the United States 
and at average prices throughout 
the year should have accounted for 
better than forty per cent of the 
company’s gross income for the year. 

Cerro de Pasco is in an excellent 
position to withstand a fairly long 
siege of subnormal sales for at the 
close of last year it was in excellent 
financial health with nearly $17,000,- 
000 in cash and the highest grade 
corporate and government securities 
as well as $6,000,000 other liquid 
assets as compared with only $2,- 
798,310 of current liabilities. 

First quarter 1940 results were 
considerably better than they were 
a year ago for official estimates of 
earnings for the period were equal to 
about $1.63 a share as compared 
with approximately $1.22 a year be- 
fore. It is not likely that the full 
force of recent developments will be 
reflected in half year statements, 
although it is probable that full year 
operations will make substantial in- 
roads into profits which have already 
accrued. 

Two dividends of $1 each have 
been paid so far this year and an 
additional quarterly payment of the 
same amount will be paid on Aug- 
ust 1, thus indicating that the $4 an- 
nual rate has been maintained. While 
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PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 98 


A cash dividend declared by the Board 
of Directors on June 12, 1940, for the 
quarter ending June 30, 1940, equal 
to 2% of its par value, will be paid 
upon the Common Capital Stock of 
this Company by check on July 15, 
1940, to shareholders of record at the 
close of business on June 29, 1940. 
The Transfer Books will not be closed. 


D.H. Foote, Secretary-T reasurer. 


San Francisco, California. 
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July 5, 1940 
T= Board of Directors on July 3rd, 1940 
declared a quarterly dividend of $1.6244 
per share on the outstanding $6.50 Cumu- 
lative Preferred Stock of this Company, 
payable on the 15th day of August, 1940 
to stockholders of record at the close of 
business on the 29th day of July, 1940. 

Checks will be mailed. 

DAVID BERNSTEIN 


Vice President & Treasurer 
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TO PUBLIC RELATIONS COUNSELLORS 


Among the 100,000 or more inquiries our 
Personal Service Department answers 
each year, the type most frequently 
asked is: 
“What is the dividend prospect for this 
stock?” 
It is our job to keep the investment buy- 
ing public fully informed of the progress 
of those corporations whose securities 
are held by them. We believe you will 
want to co-operate with us in keeping 
your company before this all-important 
body of stockholders. It is a sound 
“Public Relations” policy to do so. 
An excellent and inexpensive way of do- 
ing this, is to run your dividend notices 
in our pages. 
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the shares are substantially below 
the high price for the year they are 
nevertheless fairly well above their 
lows achieved during the sharpest 
market break. Any further bad 
news might find quick reflection in 
the quotations for the shares which 
must now be considered to be highly 
speculative. 





Retail Securities—Buy or 
Hold? 
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phenomenal, they will probably be 
large enough to assure continuation 
of the liberal dividend return obtain- 
able from some of the better food- 
chain store securities. 

The department stores will con- 
tinue to fight an up-hill battle and 
will probably meet with the greatest 
difficulties of any of the retail mer- 
chandising groups. Times and con- 
ditions have been opposed to the 
department store methods of selling 
for the past ten or more years and 
these influences are increasing in 
force. The automobile has, in great 
part, been responsible for the change 
in shopping habits of the women 
who are the department stores’ 
principal customers. In the first 
place, the automobile has increased 
the traffic problem of the larger 
cities so that suburban customers 
are inconvenienced when attempt- 
ing to come to the city to shop. 
Lack of city parking space, traffic 
damage to cars and the hazardous 
nature of the trip to town has made 
it necessary for the large stores seek- 
ing a share of the important sub- 
urban business to open branches in 
nearby suburban shopping centers. 
While such additions to service facili- 
ties have been helpful in securing 
business, the necessity of carrying 
larger stocks and staffs has cut into 
profit margins heavily. Specialty 
shops, operated by individuals and 
possessing lower overhead costs, are 
also strong competitors for they 
carry smaller but more select stocks, 
turn them over faster and thus 
assure newer merchandise and are 
able to sell at lower prices while 
still retaining a sizable margin of 
profit. Small premises have enabled 
the specialty stores to air-condition 
their places of business, thus making 
for greater shopping comfort and at 
the same time increasing consumer 
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preference for the establishment so 
equipped. 

The larger drug chain stores will 
continue to do about as well as they 
have in the recent past. About half 
of the gross income of these stores 
is derived from the sale of proprie- 
tary medicines, cosmetics, toiletries 
and other merchandise while the 
other half accrues from sales of 
candy, soda, lunches and _ tobacco. 
In recent years legislation has en- 
abled these vendors to hold up the 
price of proprietary remedies and 
other trade-marked articles, thus in- 
suring an ample margin of profit, 
and while this has eliminated some 
competition between stores on the 
branded articles, most of the chains 
aiso carry their own brands of simi- 
lar products which they are able to 
offer to price conscious customers 
and thus retain their trade. Better 
consumer buying power should in- 
crease gross sales of the drug chains 
and with fairly stable profit margins 
assured, net earnings should be sat- 
isfactory despite the imposition of 
somewhat higher excise and other 
taxes. 

Retail trade activities in the first 
six months of this year have been 
spotty to a marked extent with 
many local influences having a bear- 
ing on the situation as a whole. For 
instance, sales in the highly indus- 
trialized areas of the middewest, 
after an early lag, are now beginning 
to reflect the increase in industrial 
activities brought about by prepara- 
tions for rearmament work. In some 
areas of Ohio sales in recent weeks 
have been running anywhere from 
20 to 30%. above those of a year 
ago. Then on the other hand, sales 
in the New York area, where the 
impact of adverse war developments 
are most keenly felt and where the 
greatest activity is commercial, have 
been lagging sharply behind the bal- 
ance of the country. So much so 
that results in the New York area 
have been so poor that they have 
dragged the national average down 
to a large degree. For instance, dur- 
ing the week of June 15 the Federal 
Reserve index showed country-wide 
department store sales as 9% above 
those of a year ago while the same 
index showed New York depart- 
ment store sales being but 2% above 
those of the similar week of 1939. 
During the same week Cleveland 
showed a 25% gain, St. Louis 15%, 
Philadelphia and Chicago 138% 


higher while Minneapolis showed a 
gain of 11%. 

Inventories are not likely to pre- 
sent any problem this year for most 
of the retailers have been following 
a hand-to-mouth buying policy. Nor 
will inventories offer any opportuni- 
ties for larger than average profits 
for stocks on hand have been so low 
since last September that selections 
have been narrow and replacement 
orders often impossible to fill when 
some particularly attractive offering 
has been chanced upon. While such 
an attitude to stocks may prevent 
sizable inventory losses it has not 
been conducive to heavy profits 
either. However, there is no indica- 
tion that demand for consumer 
goods will subside sharply before the 
year end with the result that any 
necessity of writing down extensive 
inventories at the close of the year 
will be unlikely. 

Few of the retail stores make 
known their interim earnings due to 
the strong seasonal nature of the 
business. It is therefore impossible 
to compare periodic earnings other 
than on an annual basis. With con- 
ditions as they are, any comparison 
of the results of recent years would 
be of little value in appraising the 
near term. Since it is known that 
there have not as yet been any 
sharp advances in the cost of mer- 
chandise and that sales have held 
up reasonably well it is reasonable 
to suppose that most of the retailers 
are still operating profitably. What 
the full year will bring forth will be 
best determined by country-wide 
conditions around November and 
December. Most of the Christmas 
buying by the department stores 
has been virtually completed by this 
time so that if public buying power 
and sentiment continues to be good 
then the Christmas season will prob- 
ably be quite profitable despite the 
probability that the balance of the 
year was but fair. On any indica- 
tion of a good Christmas season the 
retail shares could do well market- 
wise and in view of their currently 
low prices have some attraction as 
a speculation only. Except in such 
issues as the mail-order shares, 
grocery chains or some of the better 
of the variety store shares, there is 
little incentive to purchase retail 
stocks for even  semi-investment 
since the uncertainties are too 
numerous and the possible rewards 
too few. 
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